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Chapter 1

Introduction

1.1  Summary

This report presents the adopted electric rates for the period January 1, 2007 through
December 31, 2008. It is one of a set of three reports which City Light has written to
document a general change in rates. The first report, Revenue Requirements Analysis
2007-2008 (RRA), assesses the amount of revenue needed to sustain the operations and
capital program of the utility. The second report, Cost of Service and Cost Allocation
Report 2007-2008 (COSACAR), analyzes the cost of providing service to City Light
customers and presents the revenue allocation to each of the rate classes. This Rate
Design Report 2007-2008 presents the adopted rates for each customer class that will
collect revenues consistent with the total revenue requirement established in the RRA and
with the class revenue targets established in the COSACAR.

Specific design principles have guided the construction of the individual rates. These are
consistent with the overall rate-setting objectives of the City, which were most recently
affirmed in City Council Resolution 30933 of November 2006. The long-term rate
objectives in the Resolution state that rates should be sufficient to meet City Light’s
revenue requirement while remaining as low as possible over the long run, should be
based on the costs of service to the customer and should reflect changes in the costs of
service over time, should reflect a fair apportionment of costs of service among customer
groups, should give customers incentives for cost effective conservation and the efficient
use of electric resources, and should be changed in an orderly manner over time.

Other policies included in the Resolution, which have also guided the structure and
amount of the adopted rates, are that rates should be designed with increasing blocks
where feasible and fair in order to encourage conservation, that time-of-use options
should be investigated where they can be implemented effectively, that a fixed charge
can be included in rate schedules at a level that sends the appropriate price signals to
customers in conjunction with other rate schedule elements, and that the impacts of
electricity costs should be mitigated for low-income customers.

1.2  Overview of Adopted Rates

Rate Schedule Changes
In this rate review, the following rate schedule changes have been adopted:
1. Elimination of the third-block in the Residential rate schedules.

2. Addition of a new Small Network General Service rate schedule (Schedule SMD) for
small business customers in network areas, for the purpose of facilitating



administrative transfer to the correct Medium Network General Service billing rates
when peak load increases require such a change. The adopted rate schedule for Small
Network General Service is the same as the Small General Service: City schedule.

3. Addition of a minimum charge to the Medium General Service rate schedule, to
become effective when the City Light billing system is modified to enable calculation
of the charge.

4. Elimination of the High Demand General Service Interruptible rate schedule
(Schedule HDI). This schedule serves only one customer which, by contract, will
return to the High Demand-City (HDC) rate schedule under the new ordinance. If, in
the future, City Light contracts with customers for interruptible rates, such a schedule
can be reinstated.

5. Elimination of the Variable Rate General Service rate schedules available to
customers otherwise eligible for High Demand General Service in the City of Seattle
(Schedule VRC) and in Tukwila (Schedule VRT). No customers have requested
service under such a schedule since August 1998.

6. Elimination of the New Large Load General Service rate schedule (Schedule NLL).
This rate schedule was adopted in 2000 with the purpose of protecting City Light
from the potential for stranded investment and rate shock in a period of expected
rapid increases in business loads and the accompanying need for large investments in
distribution infrastructure. However, loads did not materialize as rapidly as expected
at that time. Furthermore, developers have found ways to split up loads that would
potentially be served under the NLL rate schedule so that they do not trigger its
requirements. Consequently, no customers have ever been served under this rate
schedule. The NLL rate schedule also requires billing for energy and demand under
Variable Rate General Service rate schedules, which have been eliminated.

One Two-Year Rate Period
The adopted rate schedules each propose one set of rates to be effective for the 2007-
2008 period. Consequently, each one is calculated using a two-year revenue requirement

and two-year billing determinants.

The overall rate decrease is 8.4%. The following table shows the average rate changes
by customer class for 2007-2008 as compared to rates effective in 2006.



AVERAGE PERCENTAGE RATE CHANGES BY CUSTOMER CLASS
2007-2008 as compared to 2006

Service

Area Seattle Network Suburbs Tukwila
Residential -5.4% -6.2% -3.0% -1.0%
Residential Rate Assistance* -5.6% -1.9% -0.5%
Small General Service -5.6% -5.9% -3.4% -4.4%
Medium General Service -14.8% -17.0% -9.9% -12.2% -13.3%
Large General Service -8.8% -12.3% -5.2% -6.7% -7.6%
High Demand General Svc. -14.3% -14.6% -13.0%
Streetlights 60.8%

*Set at 40% of the standard Residential rates for each rate block in each jurisdiction. Average rate changes
differ from those of standard Residential rate classes because of differing consumption patterns.

Peak Demand Charges

Peak demand charges in the adopted Large and High Demand General Service rate
schedules have been doubled in order to bring them closer to the marginal cost of the
distribution system for network and non-network service. The reason for the change is to
provide a stronger incentive to large customers to reduce or change the time of their peak
demand in order to reduce the need for City Light to build new distribution capacity. In
the current rate schedules for these customers, peak demand charges were set to recover
only the marginal costs of transformers. The following table compares the current and
adopted peak demand charges.

Current 2007-2008
High Demand General Service $.40 $.80
Large General Service
Standard $.40 $.80
Network $.84 $1.68

While closer to the marginal cost of distribution than current peak demand charges, the
adopted charges are still significantly below the actual marginal cost per kilowatt, which
is approximately $12 for Large Network, $3 for Large Non-network, and $2 for High
Demand customers.

Marginal Costs of Energy

City Light’s marginal value of energy is based on short-term forecasts of West Coast
market energy prices, because the market is City Light’s marginal resource. Amounts
representing the cost of environmental externalities were added to these prices. These
energy values were computed on a monthly basis by high-load-hour and low-load-hour
periods and are considered to be “marginal values of energy to the system.” Such values
computed for this rate review are higher and flatter across the months of the year than the




values of energy used in the last rate review. The marginal values of distribution were
added to the marginal values of energy to the system, and the composite value is called
“marginal value of energy to the customer.” When marginal values of distribution were
added, the result is even flatter total values of energy across the months of the year. For
the 2007-2008 period, on a system-wide basis and including taxes, these values have
been estimated at about 9.3¢/kWh for marginal values to the system, and 10.5¢/kWh for
marginal values to the customer.

The levels and pattern of the marginal values of energy have influenced the design of
rates in this rate review in two principal ways. First, because of their relative flatness
across the year, year-round rather than seasonal rates have been adopted. Second,
residential second-block energy charges, small and medium general service energy
charges, and peak energy charges for large and high demand general service have all
been designed to move as close as possible to the marginal values of energy while
maintaining a reasonable level of rate stability for customers and collecting no more than
each class’ revenue requirement.

Comparison of Current and Adopted Rates

The adopted rates are compared to current rates in sections devoted to each rate schedule
in Chapter 2. When this report refers to "current rates," it generally means the rates that
became effective November 1, 2005. However, “current rates” for the High Demand
General Service Interruptible class are those effective January 1, 2005, and “current
rates” for lights, pole attachments, vaults and ducts are those that were implemented
March 1, 2002.

Average rates and bill increases/decreases calculated with the adopted rates and billing
determinants presented in this report may differ slightly from average rates and rate
changes presented in the COSACAR. These differences result partially from the fact that
the adopted demand charges were rounded to whole cents and adopted energy charges
were rounded to hundredths of a cent. When multiplied by billing determinants, the total
dollars to be collected come as close as possible to the revenue requirement for each
customer class but do not exactly equal that revenue requirement. In addition, bill
changes for sample customers in each rate class were calculated using a recent prior
year’s consumption rather than forecasted consumption.

The adopted rates are consistent with current rates in the following ways:

1. The long-range rate-setting objectives of the City are the basis for determining
the rates for each customer class. The objectives of revenue recovery, equity,
economic efficiency, and rate stability continue to serve as the general guidelines
in determining rates.

2. Year-round rates, rather than seasonally differentiated rates, initially adopted in
March 2001, are maintained. The only element of seasonal differentiation
retained in rate schedules is the differing number of kilowatt-hours in each block
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11.

of residential rate schedules. The amount of kilowatt-hours in the first block for
each season is also unchanged.

Suburban and Tukwila rates continue to be higher than City of Seattle rates
because they incorporate differentials allowed in the franchise agreements.
Suburban rates incorporate an 8% differential on the power portion of rates.
Tukwila rates are higher than Suburban rates because the franchise agreement
with that city permits a differential on both the power portion (8%) and the
distribution portion (6%) of the rates. Most of the suburban premium is actually
returned to the cities with which City Light has franchise agreements. Per the
franchise agreements with the cities of Burien, Lake Forest Park, SeaTac and
Shoreline, City Light pays those cities 6% of the revenues it collects from the
power portion of rates. Per the franchise agreement with the city of Tukwila,
City Light pays that city 6% of the revenues it collects from both the power and
distribution portions of rates.

Residential rate schedules retain the daily base service charge of the current rates
and the feature of a low first-block price. The rate schedule is inverted, with a
higher second-block price, to encourage conservation.

Special lower rates have been provided for low-income customers. As in the
current rates, the low-income prices are set at about 40% of the regular
Residential rate prices.

General service rate schedules continue to have flat rates for energy and demand
charges; that is, they do not have different prices for increasing or decreasing
blocks of energy or demand.

Small General Service rates continue to include only energy charges, while
Medium, Large and High Demand General Service rates include both energy and
demand charges.

Medium General Service demand charges remain unchanged.

Large General Service and High Demand General Service energy and demand
charges are differentiated by time of use.

Network rates incorporate a differential based on the higher cost of network
service compared to non-network service.

General service rate schedules, except those that apply to Medium General
Service, lighting, power factor, pole attachments and duct or vault rentals,
incorporate a daily minimum charge. This charge is set at the marginal customer
cost plus taxes. Even though a minimum charge has been calculated for Medium
General Service rate schedules, the charge cannot be used for billing until City
Light’s billing system can be modified to include it.



12. Streetlight and floodlight charges are set as a flat monthly fee.
13. The Power Factor rate and standard are unchanged.

14. The primary metering discount based on a reduction of billed kWh for customers
metered on the utility’s side of their transformer remains the same.

15. Pole attachment and duct/vault rental fees continue to be set based on City
Light’s costs for these services.

Though the adopted rates are similar to current rates, some modifications have been
made. These are the result of changes in policy, costs, revenue requirements, and the
values of energy since the last rate review. The overall strategy for setting rates was to
set a rate as close as possible to the marginal value on that element of billing for
customer consumption which was considered most “elastic” (i.e., most responsive with a
change in consumption given a change in price) from an economic point of view—while
adjusting other prices in a given rate schedule to collect the desired revenue requirement.

That means, for example, that the base service charge was not changed for the residential
classes because keeping it low allowed the energy prices in the residential rate schedules
to move or stay closer to the marginal value of energy. It also led to a greater reduction
in the first-block energy price for City residential customers than in the second-block
price, because that structure allowed the second-block price to be set closer to the
marginal value of energy.

Following similar logic, the demand charges for the Medium General Service classes
were left unchanged while those for Large and High Demand classes were raised, and the
off-peak energy rates in the Large and High Demand General Service schedules were
significantly reduced compared to the peak energy charges. These changes and their
purpose in setting the most elastic portion of rates closer to the marginal value of energy
are explained below.

The major changes are:

1. Residential rates: The prices in the City rate schedule are reduced and the degree
of inversion is increased. Suburban rate schedule prices were also reduced but
the degree of inversion did not change. Tukwila rate schedules reflect a decrease
in the first block, increasing the degree of inversion between the first and second
blocks. The third block was eliminated for all residential rate schedules.

2. Small General Service rates: Energy charges have been decreased consistent
with the forecasted revenue requirements, while the minimum charge has been
increased to recover the marginal customer costs. A Small Network General
Service rate schedule has been added, as discussed previously.



Medium General Service rates: Demand charges have been held at their current
level in order to allow energy charges to be set closer to marginal cost. Energy
charges have been decreased in order to collect the forecasted revenue
requirements.

Large and High Demand General Service: Peak demand charges have been
increased to bring them closer to the marginal costs of the distribution system,
while off-peak demand charges have been increased to be consistent with the
adopted transformer investment discount. The differential between peak and off-
peak energy charges has been increased from the marginal cost differential to a
somewhat higher differential in order to set peak energy charges at a level closer
to the marginal cost and thereby encourage conservation. Peak energy charges
are lower than current charges in the Large City, Large Suburban, Large Network
and High Demand rate schedules, and equal to the current charge in the Large
Tukwila rate schedule. As a result of setting peak energy charges at a higher
level than would otherwise be the case because of the adjusted peak/off-peak
differential, and also as a result of the higher demand charges, off-peak energy
charges in all Large and High Demand rate schedules end up lower than off-peak
energy charges in current schedules. All charges together recover the forecasted
revenue requirement for each class.

Network rates: Rates for downtown Medium and Large Network customers
continue to be higher than rates for Seattle customers outside the network in
equivalent rate classes. Since 2002, they have incorporated 50% of the cost
differential between network and non-network service, but the adopted rates
incorporate 100% of the cost differential. In this rate review, adopted network
rates have been decreased, on average, because of changes in relative costs of
service and a lower revenue requirement; however, the rates were set to recover
the full cost of service differential.

Streetlighting and floodlighting charges were increased substantially because of
the adopted policy of setting all rates to recover each class’ full cost of service. In
the past, streetlight rates benefited from the policy of gradualism, just as other
customer classes have at various times.

The transformer investment discount, provided to customers who have purchased
their own transformers on the basis of their maximum monthly demand, has been
increased 4¢ per kilowatt (from 17¢ to 21¢, or 23.5%), based on the most
recently calculated marginal transformer costs.

Pole attachment and duct/vault rental fees have been increased substantially to be
consistent with City Light’s higher costs for these services. The adopted annual
pole attachment fees have been increased 26% compared to the current fees. The
annual rental fee for ducts has been increased 10%. The annual rental fee for
vault space has been increased 13% for wall space and 10% for ceiling space.



1.3  Organization of the Report

The most important information in this report is contained in Chapters 1 and 2, the
introduction and adopted rate schedules. Chapter 3 contains information about billing
discounts. Chapter 4 provides background and technical documentation relevant to the
adopted rates. Chapter 5 presents changes in the Provisions.



Chapter 2

Adopted Rate Schedules

2.1 Residential Rates

The long-term goal for residential rates is to establish rates with the second-block price
set at, or as close as possible to, the marginal value of energy. To preserve rate stability,
this long-term goal is expected to be achieved over a series of rate changes by moving the
second-block prices closer to that marginal value.

City Standard Residential Adopted Rate Schedule RSC

Schedule RSC: City Standard Residential

Current Rate Adopted Rate
Block Limit/Month Schedule RSC | Block Limit/Month Schedule RSC
Summer Price Summer Price
1 -300 kWh 4.06¢/kWh 1 - 300 kWh 3.76¢/kWh
301 - 3,000 kWh 8.39¢/kWh All over 300 kWh 7.93¢/kWh
All over 3,000 kWh 9.81¢/kWh
Winter Price Winter Price
1 -480 kWh 4.06¢/kWh 1 -480 kWh 3.76¢/kWh
481 - 5,010 kWh 8.39¢/kWh All over 480 kWh 7.93¢/kWh
All over 5,010 kWh 9.81¢/kWh
Base Service Charge $.0973/day Base Service Charge $.0973/day

Design Criteria for City Standard Residential Adopted Rate Schedule RSC

e Energy for each season is divided into two blocks, with a different price for each
block. The rates are inverted, i.e., the end-block price is higher than the first-block
price.

e The first-block price was reduced by 7.4%, from 4.06¢/kWh to 3.76¢/kWh.

e The end-block price was reduced by 5.5% from 8.39¢/kWh to 7.93¢/kWh

e The degree of inversion between the first- and second-block rates was increased from
2.07:1 in the current rates to 2.11:1 in the 2007-2008 adopted rates.

e The third block was eliminated.




e There is no change in the base service charge.
Impacts on City Standard Residential Customers' Bills

Level of consumption. The average percent decrease in customers' annual bills by level
of consumption is greater for high-consumption customers. As consumption increases,
the average percent decrease in customers’ annual bills is increased. Bill impacts for
customers by different levels of consumption and usage are displayed in Table 2.1.

Customers with annual consumption of less than 4,681 kWh will receive the smallest
decrease in their annual bills. The range of decreases is from -5.6% to -13.6%.

Approximately 46 percent of the customers would have estimated average annual bills of
$294 or less.
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Table 2.1

2007-2008 AVERAGE ANNUAL BILL IMPACT*
SCHEDULE RSC: STANDARD RESIDENTIAL - CITY of SEATTLE

ADOPTED RATE

Current Adopted
Summer Block Block Limit Rate Summer Block Block Limit Rate
First Block 1-300 kWh 0.0406  First Block 1-300 kWh 0.0376
Second Block 301-3,000 kWh 0.0839  End-Block Over 300 kWh 0.0793
End-Block Over 3,000 kWh 0.0981

Adopted

Winter Block Block Limit Rate Winter Rates Block Limit Rate
First Block 1-480 kWh 0.0406  First Block 1-480 kWh 0.0376
Second Block 481-5,010 kWh 0.0839  End-Block Over 480 kWh 0.0793
End-Block Over 5,010 kWh 0.0981
Base Service Charge/day $0.0973 $0.0973

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF CONSUMPTION

Percent of Current Adopted Dollar Percent

Level of Consumption Customers Bill Bill Change Change
1 to 4,680 kWh 27.13 $161 $152 ($9) -5.6%
4,681 to 6,500 kWh 18.58 $313 $294 ($19) -6.0%
6,501 to 8,500 kWh 17.31 $461 $434 ($27) -5.8%
8,501 to 10,000 kWh 9.68 $606 $571 ($35) -5.8%
10,001 to 12,000 kWh 9.20 $749 $706 ($43) -5.7%
12,001 to 15,000 kWh 8.32 $950 $896 ($54) -5.7%
15,001 to 18,000 kWh 441 $1,202 $1,134 ($68) -5.6%
18,001 to 25,000 kWh 4.00 $1,566 $1,478 ($88) -5.6%
25,001 to 35,000 kWh 1.07 $2,222 $2,097 ($125) -5.6%
35,001 to 50,000 kWh 0.23 $3,215 $3,013 ($202) -6.3%
50,001 to 65,000 kWh 0.04 $4,635 $4,246 ($389) -8.4%
OVER 65,000 kWh 0.02 $9,456 $8,171 ($1,285) -13.6%

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF USAGE

Current Adopted Dollar Percent

Level of Usage Bill Bill Change Change
Low User (1 to 4,056 kWh) $141 $134 ($8) -5.5%
Medium User (4,057 to 12,168 kWh) $463 $436 ($27) -5.8%
HighUser (Over 12,168 kWh) $1,286 $1,212 ($74) -5.8%

*Average change in customers' bills is computed on the basis of 12 months on the current and adopted rates.
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Average Bills. A comparison of average bills using actual 2005 consumption of all City

of City Standard Residential customers is provided below.

Average City Standard Residential Bill Impacts
Current Rate Adopted Rate
Schedule RSC Schedule RSC
Annual Bill $538.14 $507.07
Annual Dollar Decrease ($31.07)
Monthly Summer Bill $37.31 $35.19
Monthly Winter Bill $52.38 $49.33
Monthly Bill $44.85 $42.26

Suburban Standard Residential Adopted Rate Schedule RSS

Schedule RSS: Suburban Standard Residential

Current Rate Adopted Rate
Block Limit/Month Schedule RSS | Block Limit/Month Schedule RSS
Summer Summer Price
1 -300 kWh 4.16¢/kWh 1 - 300 kWh 4.04¢/kWh
301 - 3,000 kWh 8.49¢/kWh All over 300 kWh 8.24¢/kWh
All over 3,000 kWh 9.91¢/kWh
Winter Price
1 - 480 kWh 4.16¢/kWh 1 - 480 kWh 4.04¢/kWh
481 - 5,010 kWh 8.49¢/kWh All over 480 kWh 8.24¢/kWh
All over 5,010 kWh 9.91¢/kWh
Base Service Charge $.0973/day Base Service Charge $.0973/day

Design Criteria for Suburban Standard Residential Adopted Rate Schedule RSS

12

Energy for each season is divided into two blocks, with a different price for each
block. The rates are inverted, i.e., the end-block price is higher than the first-block
price.

The first-block and end-block prices were both decreased by 3.0%: from 4.16¢/kWh
to 4.04¢/kWh., and from 8.49¢/kWh to 8.24¢/kWh, respectively.

The degree of inversion between the first and second-block rates did not change
(2.04:1).




e The third block was eliminated.
e There is no change in the base service charge.
Impacts on Suburban Standard Residential Customers' Bills

Bill impacts for customers with different levels of consumption and usage are displayed
in Table 2.2.

Level of consumption. The average percent decrease in customers' annual bills by level
of consumption is greater for high-consumption customers. As consumption increases,
the average percent decrease in customers’ annual bills is increased. Customers with the
lowest consumption will receive the smallest decrease.

Customers with annual consumption of less than 4,681 kWh will receive the smallest
decreases in their annual bills (less than -3%), and customers with very high consumption
will receive the largest percentage decreases in their average annual bills. The range of
the decreases is from -2.3% to -9.8%. A little over 43 percent of the customers would
have estimated average annual bills of $459 or less.

13



Table 2.2

2007-2008 AVERAGE ANNUAL BILL IMPACT*
SCHEDULE RSS: STANDARD RESIDENTIAL - SUBURBAN
ADOPTED RATE

Block Current Adopted
Summer Rates Limit Rate Summer Rates Block Limit Rate
First Block 1-300 kWh 0.0416  First Block 1-300 kWh 0.0404
Second Block 301-3,000 kWh 0.0849  End-Block Over 300 kWh 0.0824
End-Block Over 3,000 kWh 0.0991

Adopted

Winter Rates Block Limit Rate Winter Rates Block Limit Rate
First Block 1-480 kWh 0.0416  First Block 1-480 kWh 0.0404
Second Block 481-5,010 kWh 0.0849  End-Block Over 480 kWh 0.0824
End-Block Over 5,010 kWh 0.0991
Base Service Charge/day $0.0973 $0.0973

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF CONSUMPTION

Percent of Current Adopted Dollar Percent
Level of Consumption Customers Bill Bill Change Change
1 to 4,680 kWh 12.09 $175 $170 ($4) -2.3%
4,681 to 6,500 kWh 13.99 $321 $313 ($8) -2.6%
6,501 to 8,500 kWh 17.22 $471 $459 ($13) -2.7%
8,501 to 10,000 kWh 11.65 $617 $600 ($17) -2.8%
10,001 to 12,000 kWh 12.74 $762 $741 ($21) -2.8%
12,001 to 15,000 kWh 13.23 $967 $940 ($27) -2.8%
15,001 to 18,000 kWh 7.87 $1,221 $1,186 ($35) -2.9%
18,001 to 25,000 kWh 8.18 $1,597 $1,551 ($406) -2.9%
25,001 to 35,000 kWh 2.46 $2,251 $2,185 ($66) -2.9%
35,001 to 50,000 kWh 0.47 $3,210 $3,097 ($112) -3.5%
50,001 to 65,000 kWh 0.06 $4,732 $4,454 ($278) -5.9%
OVER 65,000 kWh 0.03 $7,756 $6,996 ($760) -9.8%
Current Adopted Dollar Percent
Level of Usage Bill Bill Change Change
Low User (1 to 5,337 kWh) $202 $197 ($5) -2.4%
Medium User (5,338 to 16,011 kWh) $662 $644 ($18) -2.8%
HighUser (Over 16,011 kWh) $1,673 $1,623 ($50) -3.0%

*Average change in customers' bills is computed on the basis of 12 months on the current and adopted rates.
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Average Bills. A comparison of average bills using actual consumption for all Suburban
Standard Residential customers is provided below.

Tukwila Standard Residential Adopted Rate Schedule RST

Average Suburban Standard Residential Bill Impacts
Current Rate Adopted Rate
Schedule RSS Schedule RSS
Annual Bill $745.42 $724.24
Annual Dollar Decrease ($21.18)
Monthly Summer Bill $51.24 $49.79
Monthly Winter Bill $73.00 $70.92
Monthly Bill $62.12 $60.35

Schedule RST: Tukwila Standard Residential

Current Rate Adopted Rate
Block Limit/Month Schedule RST | Block Limit/Month Schedule RST
Summer Price Summer Price
1 -300 kWh 4.39¢/kWh 1 - 300 kWh 4.31¢/kWh
301 - 3,000 kWh 8.72¢/kWh All over 300 kWh 8.72¢/kWh
All over 3,000 kWh 10.14¢/kWh
Winter Price Winter Price
1 - 480 kWh 4.39¢/kWh 1 - 480 kWh 4.31¢/kWh
481 - 5,010 kWh 8.72¢/kWh All over 480 kWh 8.72¢/kWh
All over 5,010 kWh 10.14¢/kWh
Base Service Charge $.0973/day Base Service Charge $.0973/day

Design Criteria for Tukwila Standard Residential Adopted Rate Schedule RST

e Energy for each season is divided into two blocks, with a different price for each
block. The rates are inverted, i.e., the end-block price is higher than the first-block

price.

e The first-block price was decreased nearly 2% from 4.39¢/kWh to 4.31¢/kWh.

e The second-block price was frozen at the existing price of 8.72¢/kWh.

e The third block was eliminated.




e The degree of inversion between the first- and second-block rates increased from
1.99:1 to 2.02:1.

e There is no change in the base service charge.
Impacts on Tukwila Standard Residential Customers' Bills

Bill impacts for customers by different levels of consumption and usage are displayed in
Table 2.3.

Level of consumption. The average percent decrease in customers' annual bills by level
of consumption is higher for high-consumption customers.

Customers with annual consumption of less than 4,681 will receive a -1.3% decrease in
their annual bills. Customers with annual consumption over 65,000 kWh will receive the
greatest decrease in their annual bills, -5.9 percent. The range of the decreases is from
-0.2% to -5.9%. About 52 percent of the customers would have estimated average annual
bills of $483 or less.

Average Bills. A comparison of average bills using actual consumption for all Tukwila
Residential customers is provided below.

Average Tukwila Standard Residential Bill Impacts
Current Rate Adopted Rate
Schedule RST Schedule RST
Annual Bill $650.61 $646.93
Annual Dollar Decrease ($3.68)
Monthly Summer Bill $44.18 $43.93
Monthly Winter Bill $64.26 $63.89
Monthly Bill $54.22 $53.91
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Table 2.3

2007-2008 AVERAGE ANNUAL BILL IMPACT*
SCHEDULE RST: STANDARD RESIDENTIAL - CITY of TUKWILA

ADOPTED RATE
Current Adopted
Summer Rates Block Limit Rate Summer Rates Block Limit Rate
First Block 1-300 kWh 0.0439  First Block 1-300 kWh 0.0431
Second Block 301-3,000 kWh 0.0872  End-Block Over 300 kWh 0.0872
End-Block Over 3,000 kWh 0.1014
Adopted
Winter Rates Block Limit Rate Winter Rates Block Limit Rate
First Block 1-480 kWh 0.0439  First Block 1-480 kWh 0.0431
Second Block 481-5,010 kWh 0.0872  End-Block Over 480 kWh 0.0872
End-Block Over 5,010 kWh 0.1014
Base Service Charge/day $0.0973 $0.0973

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF CONSUMPTION

Percent of Current Adopted Dollar Percent
Level of Consumption Customers Bill Bill Change Change
1 to 4,680 kWh 16.11 $184 $181 ($2) -1.3%
4,681 to 6,500 kWh 16.07 $336 $333 (83) -1.0%
6,501 to 8,500 kWh 19.58 $487 $483 (54) -0.8%
8,501 to 10,000 kWh 11.83 $638 $634 ($4) -0.6%
10,001 to 12,000 kWh 13.04 $785 $781 (54) -0.5%
12,001 to 15,000 kWh 11.70 $994 $990 (54) -0.4%
15,001 to 18,000 kWh 5.77 $1,250 $1,247 (54) -0.3%
18,001 to 25,000 kWh 4.83 $1,648 $1,644 (54) -0.2%
25,001 to 35,000 kWh 0.88 $2,292 $2,287 ($5) -0.2%
35,001 to 50,000 kWh 0.13 $3,083 $3,070 ($13) -0.4%
50,001 to 65,000 kWh 0.02 $5,533 $5,326 ($207) -3.7%
OVER 65,000 kWh 0.04 $6,964 $6,556 ($408) -5.9%

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF USAGE

Current Adopted Dollar Percent
Level of Usage Bill Bill Change Change
Low User (1 to 4,601 kWh) $182 $178 (54) -2.2%
Medium User (4,602 to 13,804 kWh) $590 $581 (%9) -1.5%
HighUser (Over 13,804 kWh) $1,441 $1,421 ($20) -1.4%

*Average change in customers' bills is computed on the basis of 12 months on the current and adopted rates.
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Summary of Standard Residential Rate Changes and Bill Impacts

The table below summarizes and compares the changes in standard Residential rates and
the impacts on customers’ bills, and also shows average 2005 kWh consumption.

City of Seattle Suburbs Tukwila
First-block price Decreased Decreased Decreased
Second-block price Decreased Decreased No change
Third-block price Eliminated Eliminated Eliminated
Degree of inversion*® Increased No change Increased
Average annual % bill change -6.2% -3.0% -1.0%
Range of % bill changes -5.6% t0 -13.6% | -2.3%1t0-9.8% | -0.2% to -5.9%
% bill change-lowest -5.6% -2.3% -1.3%
consumption
% bill change-highest -13.6% -9.8% -5.9%
consumption
Average annual $ bill change ($31.07) ($21.18) ($3.68)
Average monthly § bill change ($2.59) ($1.77) ($0.31)
Average annual use-2005 kWh 8,112 10,675 9,203

*Difference between second- and first-block prices.

Because of the way that block prices were changed in the adopted rates, customers with
approximately the same level of consumption are expected to be affected differently in
the three jurisdictions:

e C(City of Seattle and Suburbs: The first-block and second-block prices were both
decreased. Therefore, customers with 35,000 kWh or less of annual consumption will
receive fairly uniform rate decreases.

e Tukwila: The first-block price was reduced, but the second-block price remained the
same for Tukwila customers. As a consequence, customers in the mid-range of
consumption will receive the smallest decreases.

¢ Since the third block was eliminated from all residential rate schedules, customers
with consumption over 50,000 kWh will receive the largest decreases in their annual
bill.
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2.2 Residential Rate Assistance

Seattle Rate Assistance Adopted Rate Schedules REC/RLC

Schedule REC: Residential Elderly/Disabled - City of Seattle

and

Schedule RLC: Residential Low-Income - City of Seattle

Current Rate Adopted Rate

Block Limit/Month Schedule Block Limit/Month Schedule

REC/RLC REC/RLC
Summer Price Summer Price
1 -300 kWh 1.70¢/kWh 1 - 300 kWh 1.57¢/kWh
301 - 3,000 kWh 3.10¢/kWh All over 300 kWh 2.93¢/kWh
All over 3,000 kWh 3.91¢/kWh
Winter Price Winter Price
1 - 480 kWh 1.70¢/kWh 1 - 480 kWh 1.57¢/kWh
481 - 5,010 kWh 3.10¢/kWh All over 480 kWh 2.93¢/kWh
All over 5,010 kWh 3.91¢/kWh
Base Service Charge $.0487/day Base Service Charge $.0487/day

Design Criteria.

¢ Energy for each season is divided into two blocks, with a different price for each
block. The rates are inverted, i.e., the end-block price is higher than the first-block

price.

e The first-block price was reduced by 7.6%, from 1.70¢/kWh to 1.57¢/kWh.

e The end-block price was reduced by 5.5% from 3.10¢/kWh to 2.93¢/kWh.

e The third block was eliminated.

e The degree of inversion between the first- and end-block rates was increased from

1.82:1 in the current rates to 1.87:1 in the 2007-2008 adopted rates.

e There is no change in base service charge.

Impacts on Seattle Rate Assistance Customers' Bills
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Level of consumption. The average percent decrease in customers' annual bills by level
of consumption is higher for customers with very high consumption. Bill impacts for
customers by different levels of consumption and usage are displayed in Table 2.4.

Customers with annual consumption over 50,000 kWh will receive the greatest decrease
in their annual bills. The range of the decrease is from -5-6% to -7.7 %. Approximately
49 percent of the customers would have estimated average annual bills of $173 or less.

Table 2.4

2007-2008 AVERAGE ANNUAL BILL IMPACT*
SCHEDULE REC/RLC: RESIDENTIAL RATE ASSISTANCE - CITY of SEATTLE

ADOPTED RATE

Current Adopted
Summer Rates Block Limit Rate Summer Rates Block Limit Rate
First Block 1-300 kWh 0.0170  First Block 1-300 kWh 0.0157
Second Block 301-3,000 kWh 0.0310  End-Block Over 300 kWh 0.0293
End-Block Over 3,000 kWh 0.0391

Adopted

Winter Rates Block Limit Rate Winter Rates Block Limit Rate
First Block 1-480 kWh 0.0170  First Block 1-480 kWh 0.0157
Second Block 481-5,010 kWh 0.0310  End-Block Over 480 kWh 0.0293
End-Block Over 5,010 kWh 0.0391
Base Service Charge/day $0.0487 $0.0487

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF CONSUMPTION

Percent of Current Adopted Dollar Percent
Level of Consumption Customers Bill Bill Change Change
1 to 4,680 kWh 15.89 $78 $73 ($5) -5.8%
4,681 to 6,500 kWh 16.53 $128 $120 ($8) -6.0%
6,501 to 8,500 kWh 16.69 $184 $173 ($11) -5.9%
8,501 to 10,000 kWh 10.15 $238 $224 ($14) -5.8%
10,001 to 12,000 kWh 11.79 $291 $274 ($17) -5.7%
12,001 to 15,000 kWh 11.20 $366 $345 ($21) -5.7%
15,001 to 18,000 kWh 7.33 $459 $433 ($26) -5.7%
18,001 to 25,000 kWh 7.49 $597 $564 ($34) -5.6%
25,001 to 35,000 kWh 2.56 $830 $783 ($47) -5.6%
35,001 to 50,000 kWh 0.31 $1,164 $1,092 ($72) -6.2%
OVER 50,000 kWh 0.06 $1,484 $1,371 ($114) -7.7%

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF USAGE

Current Adopted Dollar Percent
Level of Usage Bill Bill Change Change
Low User (1 to 6,295 kWh) $83 $78 ($5) -5.9%
Medium User (6,296 to 18,886 kWh) $234 $221 ($14) -5.8%
HighUser (Over 18,886 kWh) $589 $556 ($33) -5.7%

*Average change in customers' bills is computed on the basis of 12 months on the current and adopted rates.
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Average Bills. A comparison of average bills using actual 2005 consumption for all City
of Seattle residential rate assistance customers is provided below.

Average City Residential Rate Assistance Bill Impacts
Current Rate Adopted Rate
Schedule REC/RLC Schedule REC/RLC
Annual Bill $267.58 $252.18
Annual Dollar Decrease ($15.40)
Monthly Summer Bill $17.65 $16.81
Monthly Winter Bill $26.79 $25.23
Monthly Bill $22.30 $21.02

Suburban Rate Assistance Adopted Rate Schedules RES/RLS

Schedule RES: Residential Elderly/Disabled - Suburban

and

Schedule RLS: Residential Low-Income - Suburban

Current Rate Adopted Rate

Block Limit/Month Schedule Block Limit/Month Schedule

RES/RLS RES/RLS
Summer Price Summer Price
1 -300 kWh 1.75¢/kWh 1 - 300 kWh 1.70¢/kWh
301 - 3,000 kWh 3.15¢/kWh All over 300 kWh 3.06¢/kWh
All over 3,000 kWh 3.96¢/kWh
Winter Price Winter Price
1 -480 kWh 1.75¢/kWh 1 -480 kWh 1.70¢/kWh
481 - 5,010 kWh 3.15¢/kWh All over 480 kWh 3.06¢/kWh
All over 5,010 kWh 3.96¢/kWh
Base Service Charge $.0487/day Base Service Charge $.0487/day

Design Criteria

e Energy for each season is divided into two blocks, with a different price for each
block. The rates are inverted, i.e., the end-block price is higher than the end-block

price.

e The first-block and end-block prices were decreased by 3.0% percent: first block
price from 1.75¢/kWh to 1.70¢/kWh, and end block price from 3.15¢/kWh to

3.06¢/kWh.
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e The third block was eliminated.

e The degree of inversion between the first- and second-block rates did not change in
the 2007-2008 adopted rates (1.80:1).

e There is no change in the base service charge.
Impacts on Suburban Rate Assistance Customers' Bills

Bill impacts for customers with different levels of consumption and usage are displayed
in Table 2.5.

Level of consumption. The average percent decrease in customers' annual bills is higher
for high-consumption customers. As customers increase their consumption, the average
percent decrease in their annual bill increases.

Customers with annual consumption of less than 4,681 kWh will receive the smallest
decrease in their annual bills. The range of decreases is from -2.3% to -4.5%. A little
over 43 percent of the customers would have estimated average annual bills of $236 or
less.
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Table 2.5

2007-2008 AVERAGE ANNUAL BILL IMPACT*
SCHEDULE RES/RLS: RESIDENTIAL RATE ASSISTANCE - SUBURBAN

ADOPTED RATE

Current Adopted
Summer Rates Block Limit Rate Summer Rates Block Limit Rate
First Block 1-300 kWh 0.0175  First Block 1-300 kWh 0.0170
Second Block 301-3,000 kWh 0.0315  End-Block Over 300 kWh 0.0306
End-Block Over 3,000 kWh 0.0396

Adopted

Winter Rates Block Limit Rate Winter Rates Block Limit Rate
First Block 1-480 kWh 0.0175  First Block 1-480 kWh 0.0170
Second Block 481-5,010 kWh 0.0315  End-Block Over 480 kWh 0.0306
End-Block Over 5,010 kWh 0.0396
Base Service Charge/day $0.0487 $0.0487

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF CONSUMPTION

Percent of Current Adopted Dollar Percent
Level of Consumption Customers Bill Bill Change Change
1 to 4,680 kWh 5.78 $84 $82 ($2) -2.3%
4,681 to 6,500 kWh 10.50 $132 $129 ($3) -2.5%
6,501 to 8,500 kWh 15.25 $188 $183 ($5) -2.6%
8,501 to 10,000 kWh 11.81 $242 $236 ($6) -2.6%
10,001 to 12,000 kWh 12.91 $297 $289 ($8) -2.7%
12,001 to 15,000 kWh 14.45 $372 $362 ($10) -2.7%
15,001 to 18,000 kWh 10.72 $468 $455 ($13) -2.8%
18,001 to 25,000 kWh 12.73 $611 $594 ($17) -2.8%
25,001 to 35,000 kWh 4.97 $851 $826 ($25) -2.9%
35,001 to 50,000 kWh 0.66 $1,216 $1,170 ($46) -3.7%
Over 50,000 kWh 0.22 $1,506 $1,439 (367) -4.5%

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF USAGE

Current Adopted Dollar Percent
Level of Usage Bill Bill Change Change
Low User (1 to 6,295 kWh) $112 $109 ($3) -2.4%
Medium User (6,296 to 18,886 kWh) $311 $302 ($8) -2.7%
High User (Over 18,886 kWh) $729 $707 ($21) -2.9%

*Average change in customers' bills is computed on the basis of 12 months on the current and adopted rates.
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Average Bills. A comparison of average bills using actual 2005 consumption for all
Suburban residential rate assistance customers is provided below.

Average Suburban Residential Rate Assistance Bill Impacts
Current Rate Adopted Rate
Schedule RES/RLS Schedule RES/RLS
Annual Bill $349.60 $339.94
Annual Dollar Decrease ($9.66)
Monthly Summer Bill $22.63 $22.01
Monthly Winter Bill $35.64 $34.65
Monthly Bill $29.13 $28.33

Tukwila Rate Assistance Adopted Rate Schedules RET/RLT

Schedule RET: Residential Elderly/Disabled - City of Tukwila
and
Schedule RLT: Residential Low-Income - City of Tukwila

Current Rate Adopted Rate

Block Limit/Month Schedule Block Limit/Month Schedule

RET/RLT RET/RLT
Summer Price Summer Price
1 -300 kWh 1.86¢/kWh 1 - 300 kWh 1.83¢/kWh
301 - 3,000 kWh 3.26¢/kWh All over 300 kWh 3.26¢/kWh
All over 3,000 kWh 4.07¢/kWh
Winter Price Winter Price
1 -480 kWh 1.86¢/kWh 1 -480 kWh 1.83¢/kWh
481 - 5,010 kWh 3.26¢/kWh All over 480 kWh 3.26¢/kWh
All over 5,010 kWh 4.07¢/kWh
Base Service Charge $.0487/day Base Service Charge $.0487/day

Design Criteria

e Energy for each season is divided into two blocks, with a different price for each
block. The rates are inverted, i.e., the end-block price is higher than the second-block
price.

e The first-block price was decreased 1.86¢/kWh to 1.83¢/kWh.

e The second-block price was frozen at the existing price of 3.26¢/kWh.
e The third block was eliminated.
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e The degree of inversion between the first- and second-block rates was increased from
1.75:1 to 1.78:1.

e There is no change in the base service charge.
Impacts on Tukwila Rate Assistance Customers' Bills

Bill impacts for customers with different levels of consumption and usage are displayed
in Table 2.6.

Level of consumption. The average percent decrease in customers' annual bills by level
of consumption is higher for low-consumption customers. The range of decreases is from
-0.2% to -1.1%. Customers with average annual consumption over 25,000 kWh would
see a decrease of -0.3% in their average annual bills. About 44 percent of the customers
would have estimated average annual bills of $252 or less.

Average Bills. A comparison of average bills using actual 2005 consumption for
Tukwila residential rate assistance customers is provided below.

Average Tukwila Residential Rate Assistance Bill Impacts
Current Rate Adopted Rate
Schedule RET/RLT Schedule RET/RLT

Annual Bill $339.92 $338.49
Annual Dollar Decrease ($1.43)
Monthly Summer Bill $22.49 $22.40
Monthly Winter Bill $34.16 $34.02
Monthly Bill $28.30 $28.21
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Table 2.6

2007-2008 AVERAGE ANNUAL BILL IMPACT*
SCHEDULE RET/RLT: RESIDENTIAL RATE ASSISTANCE - CITY of TUKWILA

ADOPTED RATE

Current Adopted
Summer Rates Block Limit Rate Summer Rates Block Limit Rate
First Block 1-300 kWh 0.0186  First Block 1-300 kWh 0.0183
Second Block 301-3,000 kWh 0.0326  End-Block Over 300 kWh 0.0326
End-Block Over 3,000 kWh 0.0407

Adopted

Winter Rates Block Limit Rate Winter Rates Block Limit Rate
First Block 1-480 kWh 0.0186  First Block 1-480 kWh 0.0183
Second Block 481-5,010 kWh 0.0326  End-Block Over 480 kWh 0.0326
End-Block Over 5,010 kWh 0.0407
Base Service Charge/day $0.0487 $0.0487

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF CONSUMPTION

Percent of Current Adopted Dollar Percent
Level of Consumption Customers Bill Bill Change Change
1 to 4,680 kWh 6.52 $91 $90 (1) -1.1%
4,681 to 6,500 kWh 7.76 $145 $144 (1) -0.9%
6,501 to 8,500 kWh 18.94 $196 $195 ($2) -0.8%
8,501 to 10,000 kWh 10.56 $254 $252 ($1) -0.5%
10,001 to 12,000 kWh 17.70 $313 $312 ($1) -0.5%
12,001 to 15,000 kWh 11.80 $384 $383 (1) -0.4%
15,001 to 18,000 kWh 13.35 $482 $480 ($1) -0.2%
18,001 to 25,000 kWh 10.25 $645 $644 ($1) -0.2%
Over 25,000 kWh 3.11 $890 $887 (3$3) -0.3%

AVERAGE CHANGE IN CUSTOMERS' ANNUAL BILL BY LEVEL OF USAGE

Current Adopted Dollar Percent
Level of Usage Bill Bill Change Change
Low User (1 to 5,934 kWh) $105 $104 (1) -1.1%
Medium User (5,935 to 17,802 kWh) $306 $305 (S1) -0.5%
High User (Over 17,802 kWh) $695 $693 ($2) -0.2%

*Average change in customers' bills is computed on the basis of 12 months on the current and adopted rates.
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Summary of Residential Rate Assistance Rate Changes and Bill Impacts

The table below summarizes and compares the changes in Residential rate assistance
rates and the impacts on customers’ bills, and also shows average 2005 kWh

consumption.

City of Seattle Suburbs Tukwila
First-block price Decreased Decreased Decrease
Second-block price Decreased Decreased No change
Third-block price Eliminated Eliminated Eliminated
Degree of inversion* Increased No change Increased
Average annual % bill change -5.6% -1.9% -0.5%

Range of % bill changes

-5.6% to -7.7%

-2.3% to -4.5%

-0.2% to -1.1%

% bill change-lowest

consumption -5.6% -2.3% -1.1%
% bill change-highest

consumption -7.7% -4.5% -0.3%
Average annual § bill change ($15.40) ($9.66) ($1.43)
Average monthly § bill change ($1.28) ($0.81) ($0.12)
Average annual use-2005 kWh 10,074 12,591 11,868
% higher kWh consumption

than standard residential 24% 18% 29%

*Difference between second- and first-block prices.

Because of the way that block prices were changed in the adopted rates, rate assistance
customers with approximately the same level of consumption are expected to be affected
differently in the three jurisdictions:

e City of Seattle and Suburbs: The first-block and end-block prices were decreased, so
customers with very high consumption will receive the largest bill decreases.
Customers with lower consumption will receive progressively smaller bill decreases
as their consumption decreases.

e Tukwila: The first-block price was decreased while there was no change in the
second-block price. Customers with consumption below 4,681 kWh will receive the
largest decrease in their annual bill. Customers with lower consumption will receive

the largest decreases.

e Customers with annual consumption over 35,000 kWh in Seattle and Suburbs will
receive the largest decreases in their annual bill. Customers in Tukwila with annual
consumption below 4,681 kWh will receive the largest decrease in their annual bills.
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Cost of the Rate Assistance Program

The 2007-2008 cost of rate assistance under the current and adopted rates is shown
below. The costs do not include the cost of free account change service and trouble call

service provided for rate assistance customers.

Estimated Cost of Seattle Rate Assistance
and the Average Benefit per Customer for 2007-2008

2007-2008 Benefit | No. of Customers Total Cost of
Years per Customer 2007-2008 Rate Assistance
2007-2008 $396 21,000 $8,320,410

Estimated Cost of Suburban Rate Assistance
and the Average Benefit per Customer for 2007-2008

2007-2008 Benefit | No. of Customers Total Cost of
Years per Customer 2007-2008 Rate Assistance
2007-2008 $538 6,148 $3,310,514

Estimated Cost of Tukwila Rate Assistance
and the Average Benefit per Customer for 2007-2008

2007-2008 Benefit | No. of Customers Total Cost of
Years per Customer 2007-2008 Rate Assistance
2007-2008 $532 760 $404,206




2.3 Small General Service Rates

SMALL GENERAL SERVICE
Customers With Less Than 50 kW of Monthly Demand

Small General Service: City (SMC) and Small Network General Service (SMD)

Current Adopted 2007-2008
All energy 5.86¢/kWh 5.51¢/kWh
Minimum Charge $0.20/day $0.23/day

Small General Service: Suburban (SMS)

Current Adopted 2007-2008
All energy 5.97¢/kWh 5.77¢/kWh
Minimum Charge $0.20/day $0.23/day
Small General Service: Tukwila (SMT)

Current Adopted 2007-2008
All energy 6.16¢/kWh 5.89¢/kWh
Minimum Charge $0.20/day $0.23/day

Design Criteria

e Separate rates have been designed for City, Network, Suburban and Tukwila
customers.

e Energy charges are flat throughout the year.
e There are no demand charges.

e There is no customer charge; for each year, a minimum charge is set at the marginal
customer cost per meter per month, plus taxes, rounded to the nearest whole dollar; it
is the same for City, Network, Suburban and Tukwila customers.

Discussion. The 2007-2008 adopted Small General Service rates retain the structure of
the present Small General Service rates; there is a different rate for City and Network,
Suburban, and Tukwila customers. The monthly minimum charge is $1.00 (17%) more
than the minimum charge under the current Small General Service rates because
customer costs have increased since the last rate review in 1999. The minimum charge
calculated for 2007-2008 was $7.28, and was rounded to the nearest dollar (i.e., $7.00).
There are no demand charges for this class because most Small General Service
customers have such low levels of demand that the expense of installation and
maintenance of demand meters is not justified.
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There is no seasonal rate differential; both summer and winter rates are the same. The
adopted energy charges per kWh are much less than the marginal costs, as shown below:

2007-2008
Marginal Adopted Adopted Adopted
Cost/kWh City and Suburban Tukwila
(w/Taxes) Network Rate Rate
Rate
10.60¢ 5.51¢ 5.77¢ 5.89¢

Under the adopted rates, the average rates will change over the previous average rates by
the percentages shown below.

SMALL GENERAL SERVICE
Current vs. Adopted Average Rates
City (SMC) and Network (SMD)
Average Rates (¢/kWh) Percentage Change
Current 2007-2008 -5.9%
5.86 5.51
Suburban (SMS)
Average Rates (¢/kWh) Percentage Change
Current 2007-2008 _3.4%
5.97 5.77
Tukwila (SMT)
Average Rates (¢/kWh) Percentage Change
Current 2007-2008 _4.4%
6.16 5.89

Impact of Adopted Rates. The 2007-2008 cost allocation calls for a -5.94% average
decrease in rates for Small General Service: City (SMC) and Network (SMD) customers,
a -3.42% average decrease for Small General Service: Suburban (SMS) customers, and a
-4.42% average decrease for Small General Service: Tukwila (SMT) customers. Table
2.7 shows how the annual bills of customers with different consumption levels will be
affected by the adopted rates. These customers were chosen to demonstrate a range of
consumption from the average to the extreme, in terms of seasonal patterns and absolute
amount, as well as diversity of customer types. The percent of difference in the annual
bill varies from customer to customer principally because of differences in consumption
amounts.

The customers with the lowest consumption in all four Small General Service sub-classes
will have the highest increases in 2007-2008, since the minimum charge is increased by
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17% and many of those customers receive the minimum charge for all or most of their
bills. For those with average consumption or higher, the decreases will be very close to

those dictated by the cost allocation study.

Annual bill changes by percent, under the adopted rates, were calculated for Small
General Service customers who had at least 350 days of billed consumption in 2005. The

results are summarized below.

SMALL GENERAL SERVICE
Impacts of Adopted Rates on Annual Bills
2007-2008

City and Network Suburban Tukwila
Class
Average -3.2% -1.1% -2.5%
Range of (6%) - (3.4%) - (4.4%) -
Changes +16.7% +16.7% +16.7%

* Average changes differ from adopted average changes because they are based on all Small
General Service customers' 2005 consumption amounts and patterns of use.

In 2007-2008, the majority (71%) of City customers will have a rate decrease in the range
of -4% to -6%. The majority of Suburban customers will have a rate decrease of -2% to
-3%. Most Tukwila customers will have a rate decrease in the -3% to -4% range.
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ICITY (SMC) and NETWORK (SMD)

Table

ANNUAL BILL IMPACT
SMALL GENERAL SERVICE

Current Rates (11/1/05)

Adopted 2007-08 Rates

kWh $0.0586 $0.0551
Minimum Monthly Bill $6.00 $7.00
Annual Bill Annual Bill at
Annual at Current Adopted Percentage
Customer Load Characteristics MW Rates (11/1/05) | Rates (1/1/07) Change
Photographer Low consump.,all minimum bills 307 |$ 72 |$ 84 16.7%
Apt. common area [ ow consump.,all minimum bills 550 72 84 16.7%
Upholstere Mostly minimum bills 988 80 88 11.1%
Church [ ow consump., higher winter 7,040 414 405 -2.1%
Magazine publisher Avg. consump.,consistent load 26,131 1,531 1,440 -5.9%
Jewele Avg. consump.,consistent load 24,188 1,417 1,333 -5.9%
Bakery IAvg. consump.,higher winter 26,193 1,535 1,444 -5.9%
Post Office High summer consumption 38,520 2,257 2,123 -5.9%
Amusement park High consump.,consistent load 670,507 39,292 36,956 -5.9%
[Telecommunications High consumption 2,721,868 159,501 150,020 -5.9%
SUBURBS (SMS)
Current Rates (11/1/05) Adopted 2007-08 Rates
kWh $0.0597 $0.0577
Minimum Monthly Bill $6.00 $7.00
Annual Bill Annual Bill at
Annual at Current Adopted Percentage
Customer Load Characteristics MW Rates (11/1/05) | Rates (1/1/07) Change
Publisher A1l minimum bills 383 |$ 72 |$ 84 16.7%
Hardware supplies Low consump., mostly minimum bills 1,468 96 98 1.6%
Cemetery [Low consump., higher summer 5,393 322 311 -3.3%
Dry Avg. consump.,consistent load 24,889 1,486 1,435 -3.4%
Health services Avg. consump.,higher winter 25,001 1,493 1,442 -3.4%
Beauty salon Avg. consump., low spring load 25,146 1,501 1,450 -3.4%
Auto supply store High summer consumption 29,741 1,776 1,715 -3.4%
Church High winter consumption 45,480 2,715 2,622 -3.4%
Casino High consumption 342,160 20,427 19,728 -3.4%
Grocery High consump., consistent load 534,000 31,880 30,789 -3.4%
TUKWILA (SMT)
Current Rates (11/1/05) Adopted 2007-08 Rates
kWh $0.0616 $0.0589
Minimum Monthly Bill $6.00 $7.00
Annual Bill Annual Bill at
Annual at Current Adopted Percentage
Customer Load Characteristics MW Rates (11/1/05) | Rates (1/1/07) Change
Public garden Low consump.,all minimum bills 967 | $ 721$ 84 16.7%
City government office |Low consump.,mostly minimum bills 1,193 83 95 13.8%
Community health servicgg.ow consump., higher summer 6,280 387 370 -4.4%
County road service High winter load 20,650 1,272 1,216 -4.4%
Auto Avg. consump.,consistent load 32,139 1,980 1,892 -4.4%
Police department Avg. consump.,high winter load 32,960 2,030 1,941 -4.4%
Restaurant Avg. consump., higher summer 33,177 2,044 1,953 -4.4%
Parcel delivery High summer load 89,822 5,533 5,288 -4.4%
Gasoline service station |High consump.,consistent load 208,680 12,855 12,286 -4.4%
1T High consump.,higher winter 732,400 45,116 43,121 -4.4%
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2.4  Medium General Service Rates

MEDIUM GENERAL SERVICE

Customers With 50 kW Up to 1,000 kW of Monthly Demand

Medium Standard General Service: City (MDC)

Current Adopted 2007-2008
All energy 5.67¢/kWh 4.67¢/kWh
All kW of maximum demand $1.03/kW $1.03/kW

Medium Standard General Service: Suburban (MDS)

Current Adopted 2007-2008
All energy 5.78¢/kWh 5.04¢/kWh
All kW of maximum demand $1.03/kW $1.03/kW

Medium Standard General Service: Tukwila (MDT)

Current Adopted 2007-2008
All energy 5.98¢/kWh 5.15¢/kWh
All kW of maximum demand $1.03/kW $1.03/kW

Medium Network General Service (MDD)

Current Adopted 2007-2008
All energy 6.16¢/kWh 5.51¢/kWh
All kW of maximum demand $1.59/kW $1.59/kW

Design Criteria

e Separate rates have been designed for City, Suburban, Tukwila, and Downtown
Network customers (hereinafter referred to as Network customers).

e Energy charges are flat throughout the year (i.e., there are no block rates).

e At the present time, there is no customer charge or minimum charge. At such time as

the Customer Consolidated Service System (CCSS) is capable of calculating the
minimum threshold (based on both energy and demand charges), a minimum charge
will be applied. The minimum charge will be set at the marginal customer cost per

meter per month, plus taxes, rounded to the nearest whole dollar, and will be the same
for all subclasses (City, Suburban, Tukwila and Network).

Discussion. Energy charges are flat within each season but different for each subclass.
Demand charges are 54% higher for the Network subclass. The monthly minimum
charge, when it becomes effective, will be $18.00. The monthly minimum charge will
actually be applied as a daily charge ($18.00 divided by 30 days = $0.60 per day) to

accommodate varying billing periods.
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The current demand charges are based on procedures established in the 1989
Nonresidential Rate Design Study (updated in 1999). The demand and energy rates
determined through application of the method used in this study are scaled up or down,
each by the same percentage, to meet the revenue requirement for each Medium General
Service subclass. The scaling process for the demand and energy charges ignores the
customer component of costs for the class. In the interest of rate stability, and to allow
energy charges to be set as close as possible to marginal cost, the adopted demand
charges have been maintained at the current level.

In 2007-2008, all Medium General Service subclasses have average annual rates that are
decreases from the current average annual rates. Under the adopted rates, the average
rates based on energy and demand charges, taken together, will change from the previous
average rates by the percentages shown in the following table:

MEDIUM GENERAL SERVICE
Current vs. Adopted Average Rates
Percentage
A Rat. kWh
verage Rates (¢/ ) Change
Current 2007-2008 2007-2008
City (MDC) $0.0591 $0.0491 -17.0%
Suburban (MDS) $0.0604 $0.0530 -12.2%
Tukwila (MDT) $0.0622 $0.0539 -13.3%
Network (MDD) $0.0654 $0.0589 -9.9%

The adopted energy rates are significantly lower than the marginal cost of energy, which
averages 10.68¢/kWh for the Medium General Service class as a whole for 2007-2008.
The marginal cost figure includes taxes.

Impact of Adopted Rates. In 2007-2008, the average Medium General Service class
decrease produced by the cost allocation analysis was -17.0% for the City subclass,
-12.2% for the Suburban subclass, -13.3% for te Tukwila subclass, and -9.9% for the
Network subclass. These decreases are reflected in rates for 2007-2008.

Table 2.8 shows how the annual bills of customers with differing consumption levels will
be affected by the adopted rates for City, Suburban, and Tukwila customers. These
customers were chosen to demonstrate a range of consumption patterns, including high
and low load factors, seasonal variability, and diversity of business and customer types.
The same customers were used for City and Suburban data because there is no evidence
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that Suburban customers differ in their consumption patterns from City (nonnetwork)
customers. However, there is reason to believe that Tukwila customers have somewhat
different load patterns from that of City and Suburban customers, so those shown in
Table 2.8 for Tukwila are customers that are actually located within Tukwila.

Despite average class decreases, demand charges remain at the current level in the
adopted rate design. Customers with low load factors will have the smallest decreases in
2007-2008 under the adopted rates. Customers with average or higher consumption and
load factors will have the greatest decreases.
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Table 2.8

ANNUAL BILL IMPACT
MEDIUM GENERAL SERVICE

CITY (MDC)
Current Rates (11/1/05) Adopted 2007-2008 Rates
kWh $0.0567 $0.0467
kW $1.03 $1.03
Annual Bill Annual Bill at
Load Annual at Current Adopted Percentage
Customer Load Characteristics Factor MWh Rates (11/1/05) | Rates (1/1/07) Change
Chemical Processing Low LF, low consumption 0.02 14390 | $ 1,667 | $ 1,522 -8.7%
City Park Low LF, higher winter consumption 0.08 55,840 4,119 3,558 -13.6%
Golf Club Low LF, higher summer consumption 0.07 63,800 4,400 3,759 -14.6%
Grocery Consistent load, average LF 0.30 606,720 37,092 30,999 -16.4%
Restaurant Average consumption, high LF 0.71 691,230 40,465 33,522 -17.2%
Marine Cargo Handling Average LF, average consumption 0.40 757,080 44,757 37,153 -17.0%
TV Broadcasting Station Consistent load, high LF 0.89 1,717,220 100,002 82,755 -17.2%
Federal Marine Research Services [Consistent load, moderate LF 0.66 3,736,800 219,204 181,673 -17.1%
Hospital High consumption, high LF 0.78 6,466,200 377,974 313,031 -17.2%
Communications Installation High LF, high consumption 0.82 8,137,000 473,249 391,525 -17.3%
SUBURBS (MDS)
Current Rates (11/1/05) Adopted 2007-2008 Rates
kWh $0.0578 $0.0504
kW $1.03 $1.03
Annual Bill Annual Bill at
Load Annual at Current Adopted Percentage
Customer Load Characteristics Factor MWh Rates (11/1/05) | Rates (1/1/07) Change
Chemical Processing Low LF, low consumption 0.02 14,390 | $ 1,683 | $ 1,576 -6.3%
City Park Low LF, higher winter consumption 0.08 55,840 4,180 3,768 -9.9%
Golf Club Low LF, higher summer consumption 0.07 63,800 4,470 3,999 -10.5%
Grocery Consistent load, average LF 0.30 606,720 37,760 33,281 -11.9%
Restaurant Average consumption, high LF 0.71 691,230 41,225 36,122 -12.4%
Marine Cargo Handling Average LF, average consumption 0.40 757,080 45,590 40,000 -12.3%
TV Broadcasting Station Consistent load, high LF 0.89 1,717,220 101,891 89,214 -12.4%
Federal Marine Research Services  [Consistent load, moderate LF 0.66 3,736,800 223314 195,728 -12.4%
Hospital High consumption, high LF 0.78 6,466,200 385,087 337,351 -12.4%
Communications Installation High LF, high consumption 0.82 8,137,000 482,200 422,129 -12.5%
TUKWILA (MDT)
Current Rates (11/1/05) Adopted 2007-2008 Rates
kWh $0.0598 $0.0515
kW $1.03 $1.03
Annual Bill Annual Bill at
Load Annual at Current Adopted Percentage
Customer Load Characteristics Factor MWh Rates (11/1/05) | Rates (1/1/07) Change
Church Low LF, low consumption 0.30 144,480 | $ 9,283 | $ 8,089 -12.9%
Community hospital Low LF, high winter load 0.18 156,760 10,436 9,141 -12.4%
Hotel Low LF, high summer load 0.28 273,930 17,333 15,070 -13.1%
Machinery & commercial equip. Avg. LF, low consumption 0.41 615,520 38,582 33,497 -13.2%
Aircraft and parts Low LF, average consumption 0.36 839,920 52,726 45,787 -13.2%
School Avg.consumption, high winter load 0.29 971,360 61,645 53,620 -13.0%
Super market High LF, consistent load 0.73 2,682,960 165,160 142,995 -13.4%
Postal service Moderate LF, consistent load 0.66 3,909,000 241,968 209,675 -13.3%
Credit Union High consumption 0.65 5,570,700 343,646 297,624 -13.4%
Grocery products High consumption 0.65 5,976,000 368,604 319,234 -13.4%
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Table 2.9 shows how the annual bills of customers with different consumption levels will
be affected by the adopted rates for downtown Network customers. These customers
were chosen from within the Network area to demonstrate a range of consumption
patterns, including high and low load factors, seasonal variability, and diversity of
business and customer types. The percent change in annual bills varies from customer to
customer because of differences in load factor as well as differences in consumption
patterns.

Table 2.9
ANNUAL BILL IMPACT
MEDIUM GENERAL SERVICE - NETWORK
NETWORK (MDD)
Current Rates (11/1/05) Adopted 2007-2008 Rates
kWh $0.0616 $0.0551
kW $1.59 $1.59
Annual Bill Annual Bill at
Load Annual at Current Adopted Percentage
Customer Load Characteristics Factor MWh Rates (11/1/05) Rates (1/1/07) Change

Media Services Low LF, low consumption, higher summer 0.13 153,600 | $ 11,521 | $ 10,523 -8.7%
Motel Low LF, low consumption, higher winter 0.13 188,520 13,033 11,808 -9.4%
Commercial Building |High LF, consistent load 0.82 425,280 27,285 24,522 -10.1%
Parking Garage High LF, modest consumption 0.87 432,760 27,672 24,861 -10.2%
Office Building Average LF, average consumption 0.40 900,000 59,183 53,337 -9.9%
Local Transit Average consumption, higher summer 0.25 977,400 64,291 57,976 -9.8%
Bank High LF, high consumption 0.84 3,355,200 214,308 192,513 -10.2%
Music/Theatrical Hall |Average LF, high consumption 0.47 4,111,240 270,865 244,159 -9.9%
Athletic Club Average LF, high consumption 0.56 5,204,400 338,878 305,070 -10.0%
Hotel High consumption 0.75 6,381,700 410,738 369,283 -10.1%

As was the case with the nonnetwork Medium General Service subclasses, Network
customers with low load factors will have the smallest decreases under the 2007-2008
rates. Those with high load factors or higher consumption will receive the greatest
decreases.

Annual bill increases by percent were calculated for all Medium General Service
customers who had at least 350 days of billed consumption data in 2005. The results are
summarized below.
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MEDIUM GENERAL SERVICE
Impact of Adopted Rates

City Suburban Tukwila Network
Class Avg.* -16.6% -12.0% -13.2% -10.0%
Range of -2.9% to -7.5% to -10.7% to -0.7% to
Changes -17.6% -12.8% -13.5% -10.4%
Range of
Majority of -16% to -12.0% to -13.1% to -10.0% to
Class -17% -12.5% -13.5% -10.2%

* Average changes differ from adopted average changes because they are based on 2005
consumption amounts and patterns of use.
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2.5 Large General Service Rates

Large General Service customers are billed under one of four rate schedules. Non-
network City of Seattle customers are billed under Schedule LGC. Customers in Tukwila
are billed under Schedule LGT, while other suburban customers are billed under
Schedule LGS. Downtown network customers are billed under Schedule LGD.

LARGE STANDARD GENERAL SERVICE
Customers with 1,000 to < 10,000 kW of Monthly Demand Located
Outside the Seattle Downtown Network

Large Standard General Service: City (LGC)

| Current | Adopted 2007-2008
Energy Charges
Peak 5.72¢/kWh 5.33¢/kWh
Off-Peak 4.98¢/kWh 3.56¢/kWh
Demand Charges
Peak $.40/kW $.80/kW
Off-Peak $.17/kW $.21/kW
Minimum Charge $10.07/day $27.93/day

Large Standard General Service: Suburban (LGS)

| Current | Adopted 2007-2008
Energy Charges
Peak 5.82¢/kWh 5.81¢/kWh
Off-Peak 5.08¢/kWh 3.88¢/kWh
Demand Charges
Peak $.40/kW $.80/kW
Off-Peak $.17/kW $.21/kW
Minimum Charge $10.07/day $27.93/day

Large Standard General Service: Tukwila (LGT)

| Current | Adopted 2007-2008
Energy Charges
Peak 6.00¢/kWh 6.00¢/kWh
Off-Peak 5.26¢/kWh 4.00¢/kWh
Demand Charges
Peak $.40/kW $.80/kW
Off-Peak $.17/kW $.21/kW
Minimum Charge $10.07/day $27.93/day

Note: The peak period is 6:00 a.m. to 10:00 p.m. Monday-Saturday, excluding six major holidays. Off-
Peak Demand is the difference between the maximum demand in all periods and the maximum demand in

the peak period.
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LARGE NETWORK GENERAL SERVICE
Customers with 1,000 kW or More of Monthly Demand Located
in the Seattle Downtown Network

Large Network General Service (LGD)

| Current | Adopted 2007-2008
Energy Charges
Peak 6.05¢/kWh 5.94¢/kWh
Off-Peak 5.29¢/kWh 3.96¢/kWh
Demand Charges
Peak $.84/kW $1.68/kW
Off-Peak $.17/kW $.21/kW
Minimum Charge $10.33/day $27.93/day

Note: The peak period is 6:00 a.m. to 10:00 p.m. Monday-Saturday, excluding six major holidays. Off-
Peak Demand is the difference between the maximum demand in all periods and the maximum demand in
the peak period.

Design Criteria

Separate rates have been designed for City, Suburban, Tukwila and Network
customers.

Energy charges are differentiated by daily time of use. The charge calculation starts
with the relationship of the marginal values of peak and off-peak energy costs
(1.20:1) derived from the new cost of service results. The relationship is adjusted to
1.50:1 in order to move the peak energy costs closer to the marginal energy cost
(8.7¢/kWh) and provide a greater benefit for off-peak consumption. The energy
charges maintain the adjusted energy marginal cost differential but are adjusted
proportionately to meet the revenue requirement of the respective classes after
revenues from demand charges have been taken into account. The suburban energy
charges (Schedules LGS and LGT) include a premium, as permitted by the franchise
agreements with suburban cities. The network energy charges reflect the policy
decision in the current rate review to set downtown network rates in such a way that
Large network customers pay their full cost of service.

Demand charges are also differentiated by daily time of use. The peak demand
charge was set at double the charge in current rates in order to move it closer to the
marginal cost of service of the distribution system ($12.33/kW for Large network
customers and $2.85/kW for Large non-network customers, including taxes). In
order to continue encouraging off-peak power usage, the off-peak charge was set
equal to the transformer investment discount rate, a level well below the peak
charges.
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e The monthly minimum charge was set at the marginal customer cost per meter per
30-day month, plus taxes. This value was then converted to dollars per day. It was
set at the same level for all Large customers.

Discussion. The adopted Large General Service rate schedules differ from the current
rate schedules insofar as they have a greater differential between peak and off-peak
energy charges, and also as they set the peak demand charge closer to the total marginal
cost of non-network or network distribution. The reason for the change is to promote
more conservation of energy among large customers and also to provide them an
incentive to reduce or change the time of their peak demand in order to reduce the need
for City Light to build new distribution capacity.

The off-peak demand charge is increased only slightly, to conform to the new
transformer investment discount rate. This prevents customers with extremely low load
factors and predominantly off-peak consumption, as well as eligibility for the transformer
investment discount, from canceling the energy portion of their bill with the discount,
while still providing an incentive for customers to move their maximum demand away
from City Light's peak period.

Customers who take steps to conserve energy, operate more during the off-peak period,
or reduce their peak demand during City Light’s peak period will benefit more from the
adopted rate schedules than those who do not.

The tables below compare energy and demand charges in the current Large General
Service rate schedules with the adopted charges.

Comparison of Energy Charges (¢/kWh)

Schedule Current Adopted % Change

LGC

Peak 5.72 5.33 -6.8%

Off-peak 4.98 3.56 -28.5%
LGS

Peak 5.82 5.81 0.2%

Off-peak 5.08 3.88 -23.6%
LGT

Peak 6.00 6.00 0.0%

Off-peak 5.26 4.00 -24.0%
LGD

Peak 6.05 5.94 -1.8%

Off-peak 5.29 3.96 -25.1%

Comparison of Demand Charges ($/kW)
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Current Adopted % Change
Non-network
Peak 40 .80 100.0%
Off-peak 17 21 23.5%
Network
Peak .84 1.68 100.0%
Off-peak 17 21 23.5%

The above changes can be compared to the average rates (¢/kWh) by class shown below.

Schedule Current Adopted % Change
LGC-City 5.54 4.85 -12.3%
LGS-Suburban 5.62 5.25 -6.7%
LGT-Tukwila 5.78 5.34 -7.6%
LGD-Network 6.00 5.69 -5.2%

Impact of Adopted Rates. Tables 2.10a-2.10d present the bill impacts for a sample of
customer meters in each of the Large General Service classes. The samples are not
random samples; they were selected to show a range of impacts and types of businesses.

The consumption data represent recent actual demand and energy.

The range of bill impacts and the average bill changes for customers in each Large
General Service rate class are shown and discussed below.

Schedule Minimum Maximum Average
LGC-City -14.6% 0.8% -12.3%
LGS-Suburban -7.4% -5.3% -6.7%
LGT-Tukwila -8.5% -5.2% -7.6%
LGD-Network -8.9% -0.3% -5.2%

e LGC-City: Ofthe 72 meters in the LGC class for which annual bills were calculated,

only one is expected to experience an increase in those bills. This customer operates
almost exclusively during City Light’s peak period, consuming 97% of its energy at
that time. It is also a low load factor customer, so it is significantly affected not only
by the peak energy charge but also by the doubling of the peak demand charge.
While it will have a bill increase under the adopted rates if it does not change its
consumption pattern, it will also gain significantly if it does change. Of the meters
compared in the LGC class, 72% (52) are expected to experience annual bill
decreases within two percentage points of the class average of -12.3%. Two will
have decreases slightly larger than -14.3%, 17 will have decreases smaller than
-10.3%, and one, as noted, will have a small increase. All of the meters with smaller
decreases or an increase consume more than 70% of their energy during City Light’s
peak period.
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Table 2.10a

ANNUAL BILL IMPACT

LARGE STANDARD GENERAL SERVICE: CITY (LGC)

Off-Peak Peak Off-Peak Peak Minimum
Energy Energy Demand Demand Charge
Rate Period ($/kWh) ($/kWh) ($/kW) ($/kW) per Day
Current Rates $0.0498 $0.0572 $0.17 $0.40 $10.07
Adopted Rates $0.0356 $0.0533 $0.21 $0.80 $27.93
Current Adopted

Load | Max. | Off-Peak Peak Off-Peak Peak Annual Annual Percent
Customer Factor| kW kWh kWh kW-Mos. kW-Mos. | Total kWh Bill Bill Change
Metal Recycling 0.11 | 3,286 105,219 3,054,708 0 37,613 3,159,927 $195,014 $196,652 0.8%
Construction Materials| 0.12 | 1,563 749,132 1,100,024 85 12,030 1,849,156 $105,055 $94,942 -9.6%
Steel Castings 0.18 | 1,958 460,538 2,716,757 0 22,907 3,177,295 $187,496 $179,524 -4.3%
Transit 0.20 | 2,756 600,424 4,099,517 0 22,735 4,699,940 $273,487 $258,067 -5.6%
Office Building 0.25| 5,452 2,958,191 8,922,335 458 55,144 | 11,880,527 $679,811 $625,083 -8.1%
College 0.32| 1,987 1,568,726 4,123,815 0 17,365 5,692,541 $320,951 $289,538 -9.8%
Shipyard 0.36 | 3,784 5,149,481 7,146,163 0 30,620 | 12,295,644 $677,453 $588,708 | -13.1%
Paper and Packaging 0.45] 1,180 1,083,176 3,687,666 0 13,775 4,770,842 $270,387 $246,134 -9.0%
Port Facility 0.46 | 1,152 2,544,296 3,302,722 0 6,726 5,847,018 $318,312 $271,993 | -14.6%
Wastewater Processingl 0.49 | 1,580 2,989,110 3,802,730 3 14,696 6,791,840 $372,253 $320,855 | -13.8%
Shipping Line 0.50 | 3,525 7,588,008 8,413,970 492 32,966 | 16,001,977 $872,432 $745,074 | -14.6%
Office Building 0.57 | 5,181 8,763,093 | 17,170,877 0 54,696 | 25,933,970 $1,440,455 $1,270,931 | -11.8%
Biotechnology 0.59 | 5,616 | 12,182,026 | 17,953,771 0 56,299 | 30,135,797 $1,656,140 $1,435,655 | -13.3%
Hospital 0.61 | 2,941 6,214,656 9,813,803 0 30,825 | 16,028,459 $883,169 $768,977 | -12.9%
Aerospace 0.66 | 3,306 7,547,815 | 11,405,416 0 38,187 | 18,953,230 $1,043,546 $907,160 | -13.1%
Glass Packaging 0.67 | 2,929 7,505,045 9,706,314 35 28,875 | 17,211,360 $940,508 $807,634 | -14.1%
Medical Research 0.67 | 2,528 6,026,272 9,050,284 0 22,913 | 15,076,555 $826,950 $715,246 | -13.5%
Bakery Products 0.71 | 1,086 2,927,963 3,828,618 5 12,489 6,756,580 $369,806 $318,293 | -13.9%
Construction Materials| 0.76 | 3,091 9,292,527 | 11,722,649 238 35,389 | 21,015,176 $1,147,499 $983,992 | -14.2%
Hospital 0.79 | 1,410 3,886,989 5,849,263 0 16,228 9,736,253 $534,641 $463,125 | -13.4%
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Table 2.10b

ANNUAL BILL IMPACT
LARGE STANDARD GENERAL SERVICE: SUBURBAN (LGS)
Off-Peak Peak Off-Peak Peak Minimum
Energy Energy Demand Demand Charge
Rate Period ($/kWh) ($/kWh) ($/kW) ($/kW) per Day
Current Rates $0.0508 $0.0582 $0.17 $0.40 $10.07
Adopted Rates $0.0388 $0.0581 $0.21 $0.80 $27.93
Current Adopted
Load | Max. | Off-Peak Peak Off-Peak Peak Annual Annual Percent
Customer Factor| kW kWh kWh kW-Mos. kW-Mos. | Total kWh Bill Bill Change
College 0.55 | 1,375 2,154,276 4,569,732 0 15,185 6,724,008 $381,470 $361,235 -5.3%
Aerospace 0.60 | 1,804 3,831,289 5,688,571 0 17,499 9,519,861 $532,704 $493,159 -7.4%
School 0.62 | 1,379 2,828,267 4,663,335 0 14,697 7,491,602 $420,961 $392,434 -6.8%
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Table 2.10¢

ANNUAL BILL IMPACT
LARGE STANDARD GENERAL SERVICE: TUKWILA (LGT)

Off-Peak Peak Off-Peak Peak Minimum
Energy Energy Demand Demand Charge
Rate Period ($/kWh) ($/kWh) ($/kW) ($/kW) per Day
Current Rates $0.0526 $0.0600 $0.17 $0.40 $10.07
Adopted Rates $0.0400 $0.0600 $0.21 $0.80 $27.93
Current Adopted
Load | Max. | Off-Peak Peak Off-Peak Peak Annual Annual Percent
Customer Factor| kW kWh kWh kW-Mos. kW-Mos. | Total kWh Bill Bill Change
Aerospace 033 [ 1,555 1,650,720 | 2,941,553 0 14,031 4,592,272 $268,933 $253,747 -5.6%
Steel Mill 0.36 | 3,802 5,609,638 6,631,690 7,952 34,501 | 12,241,327 $708,121 $651,558 -8.0%
Aerospace 0.44 | 1,344 1,735,447 3,620,395 57 13,805 5,355,842 $314,040 $297,698 -5.2%
Aerospace 0.49 | 4,444 6,699,355 | 12,702,141 0 46,716 | 19,401,496 $1,133,201 $1,067,475 -5.8%
Recycler 0.51 | 1,224 2,041,412 3,491,754 239 13,858 5,533,166 $322,467 $302,298 -6.3%
Health Administration | 0.64 | 2,245 5,217,618 7,558,835 0 23,087 | 12,776,453 $737,212 $680,704 -1.7%
Postal Service 0.67 | 2,955 7,404,795 | 10,033,642 1 30,591 | 17,438,437 $1,003,747 $922,683 -8.1%
IT Service Provider 0.85 [ 4,638 | 15,061,240 | 19,513,449 0 51,249 | 34,574,689 $1,983,528 $1,814,256 -8.5%
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Table 2.10d

ANNUAL BILL IMPACT
LARGE NETWORK GENERAL SERVICE (LGD)

Off-Peak Peak Off-Peak Peak Minimum
Energy Energy Demand Demand Charge
Rate Period ($/kWh) ($/kWh) ($/kW) ($/kW) per Day
Current Rates $0.0529 $0.0605 $0.17 $0.84 $10.33
Adopted Rates $0.0396 $0.0594 $0.21 $1.68 $27.93
Current Adopted

Load | Max. | Off-Peak Peak Off-Peak Peak Annual Annual Percent
Customer Factor| kW kWh kWh kW-Mos. kW-Mos. | Total kWh Bill Bill Change
Convention Center 0.19 ] 1,528 813,528 1,765,347 6 14,585 2,578,874 $162,091 $161,581 -0.3%
Office Building 0.29 | 3,825 2,329,380 7,338,898 0 36,631 9,668,278 $597,998 $589,714 -1.4%
Convention Center 0.30 | 2,880 2,451,068 4,970,745 0 25,397 7,421,814 $451,725 $434,992 -3.7%
Office Building 0.34 | 1,556 1,332,838 3,505,125 90 16,388 4,650,218 $286,417 $281,101 -1.9%
Music Center 0.35] 1,295 1,134,500 3,086,388 0 12,407 4,039,252 $244,284 $233,666 -4.3%
Retail/Office Building [ 0.36 | 6,025 5,272,931 | 14,022,366 0 53,613 | 19,295,297 $1,172,326 $1,131,806 -3.5%
Bank/Office Building 0.40 | 7,280 7,649,179 | 18,031,350 0 70,496 | 25,680,529 $1,554,755 $1,492,403 -4.0%
Gov't Office Building 0.42 | 6,096 7,155,199 | 15,146,570 0 59,587 | 22,301,769 $1,344,931 $1,283,158 -4.6%
Department Store 0.43 | 2,606 2,477,634 7,339,566 0 26,937 9,817,200 $597,738 $579,339 -3.1%
Department Store 0.43 | 3,290 2,970,574 9,531,689 0 34,058 | 12,502,263 $762,419 $741,035 -2.8%
Hotel 0.51] 1,273 2,250,801 3,447,030 0 12,320 5,697,831 $337,961 $314,583 -6.9%
Courthouse 0.59 | 2,360 4,729,035 7,403,982 0 24,643 | 12,133,017 $718,807 $668,467 -7.0%
Hotel 0.68 | 1,918 4,592,855 6,745,591 9 20,084 | 11,338,446 $667,942 $616,308 -7.7%
Bank 0.71 ] 1,449 3,783,110 5,189,610 0 15,386 8,972,720 $527,022 $483,922 -8.2%
Office Building 0.89 | 3,367 | 11,532,883 | 14,916,934 0 38,390 | 26,449,818 $1,544,812 $1,407,263 -8.9%
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LGS-Suburban: There are only three Large General Service customers in the
Suburban class. The range of expected bill decreases for these customers is very close
to the average decrease of -6.7%. Of the three, the customer with the smallest
expected decrease is also the customer that has the lowest load factor and the highest
percentage of peak energy consumption in the group.

LGT-Tukwila: There are eight Large General Service meters in this class. All but
one of the meters in this class are expected to have bill decreases within two
percentage points of the average of -7.6%. The meter with the smallest decrease is
also the customer with the highest percentage of peak energy consumption in the
group. The meter with the largest expected decrease has the second-lowest
percentage of peak energy consumption in the group and also has a very high load
factor. The high load factor means that most of the customer’s bill is composed of
energy charges, while the high percentage of off-peak energy consumption means
that the customer is significantly benefited by the adopted low off-peak energy
charge.

LGD-Network: Bill comparisons were calculated for 58 Large downtown network
meters. The average forecasted change for the class is -5.2%. Due to differing
consumption patterns, some customers are expected to see very small annual bill
decreases, while others will see a larger decrease. For those customers with
decreases of less than -3.2% (13, or 22% of the meters), the expected changes range
from -0.3% to -3.1%. The other customers are projected to experience decreases
ranging from  -3.2% to -8.9%. Customers with smaller bill decreases all use 68%
or more of their energy during City Light’s peak period and have load factors lower
than 50%. Therefore, they are more significantly affected by the adopted increases in
peak energy and demand charges than other customers in the class. However, if they
can change their consumption patterns, they will also benefit significantly. By the
same token, customers with greater projected decreases consume a larger percentage
of their energy during the off-peak period, and also have higher load factors. Because
of the higher load factors, more of their bill is comprised of energy charges, so they
are less affected by the higher peak demand charge. Sixty percent of the meters in
the class are expected to see a bill change within two percent of the average (that is,
inside the range of -3.2% to -7.2%). Thirteen meters will experience a smaller
decrease and ten will experience a larger decrease.
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2.6 High Demand General Service Rates

High Demand General Service customers are billed under one of two rate schedules.
Schedule HDC is for High Demand customers in the City of Seattle, and Schedule HDT
is for High Demand customers in Tukwila. There are no customers in the suburbs that
meet the criteria for High Demand General Service. Customers located in the downtown
network are not eligible for service under a High Demand rate schedule because these
schedules have the lowest rates within their geographic area, and very large network
customers are much more expensive to serve than very large non-network customers
because of the redundant distribution system in a network.

HIGH DEMAND STANDARD GENERAL SERVICE
Customers with 10,000 or More kW of Monthly Demand Located
Outside the Seattle Downtown Network

High Demand Standard General Service: City (HDC)

| Current | Adopted 2007-2008
Energy Charges
Peak 5.53¢/kWh 5.08¢/kWh
Off-Peak 4.77¢/kWh 3.40¢/kWh
Demand Charges
Peak $.40/kW $.80/kW
Off-Peak $.17/kW $.21/kW
Minimum Charge $122.00/day $118.82/day
High Demand Standard General Service: Tukwila (HDT)

| Current | Adopted 2007-2008
Energy Charges
Peak 5.81¢/kWh 5.27¢/kWh
Off-Peak 5.05¢/kWh 3.52¢/kWh
Demand Charges
Peak $.40/kW $.80/kW
Off-Peak $.17/kW $.21/kW
Minimum Charge $122.00/day $118.82/day

Note: The peak period is 6:00 a.m. to 10:00 p.m. Monday-Saturday, excluding six major holidays. Off-
Peak Demand is the difference between the maximum demand in all periods and the maximum demand in
the peak period.

Design Criteria

e Separate rates have been designed for City and Tukwila customers.
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e Energy charges are differentiated by daily time of use. The charge calculation starts
with the relationship of the marginal values of peak and off-peak energy costs
(1.20:1) derived from the new cost of service results. The relationship is adjusted to
1.50:1 in order to move the peak energy costs closer to the marginal energy cost
(8.6¢/kWh) and provide a greater benefit for off-peak consumption. The energy
charges maintain the adjusted energy marginal cost differential but are adjusted
proportionately to meet the revenue requirement of the respective classes after
revenues from demand charges have been taken into account. The Tukwila energy
charges (Schedule HDT) reflect a premium, as permitted by the franchise agreement
with that city.

¢ Demand charges are also differentiated by daily time of use. The peak demand
charge was set at double the charge in current rates in order to move it closer to the
marginal cost of service of the distribution system ($2.12/kW, including taxes). In
order to continue encouraging off-peak power usage, the off-peak charge was set
equal to the transformer investment discount rate, a level well below the peak charge.

e The monthly minimum charge was set at the marginal customer cost per meter per
30-day month, plus taxes. This value was then converted to dollars per day. It was
set at the same level for all High Demand customers.

Discussion. The adopted High Demand General Service rate schedules differ from the
current rate schedules insofar as they have a greater differential between peak and off-
peak energy charges, and also as they set the peak demand charge closer to the total
marginal cost of distribution. The reason for the change is to promote more conservation
of energy among very large customers and also to provide them an incentive to reduce or
change the time of their peak demand in order to reduce the need for City Light to build
new distribution capacity.

The off-peak demand charge is increased only slightly, to conform to the new
transformer investment discount rate. This prevents customers with extremely low load
factors and predominantly off-peak consumption, as well as eligibility for the transformer
investment discount, from canceling the energy portion of their bill with the discount,
while still providing an incentive for customers to move their maximum demand away
from City Light's peak period.

Customers who take steps to conserve energy, operate more during the off-peak period,
or reduce their peak demand during City Light’s peak period will benefit more from the

adopted rate schedules than those who do not.

The tables below compare energy and demand charges in the current High Demand
General Service rate schedules with the adopted charges.
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Comparison of Energy Charges (¢/kWh)

Schedule Current Adopted % Change
HDC

Peak 5.53 5.08 -8.1%

Off-peak 4.77 3.40 -28.7%
HDT

Peak 5.81 5.27 -9.3%

Off-peak 5.05 3.52 -30.3%

Comparison of Demand Charges ($/kW)
Current Adopted % Change

Peak 40 .80 100.0%
Off-peak 17 21 23.5%

The above changes can be compared to the average rates (¢/kWh) by class shown below.

Schedule Current Adopted % Change
HDC-City 5.28 4.51 -14.6%
HDT-Tukwila 5.70 4.96 -13.0%

Impact of Adopted Rates. Tables 2.11a and 2.11b present the bill impacts for the
customer meters in each of the High Demand General Service classes. The consumption
data represent recent actual demand and energy.

The range of bill impacts and the average bill changes for customers in each High
Demand General Service rate class are shown and discussed below.

Schedule Maximum Minimum Average
HDC-City -15.1% -13.9% -14.6%
HDT-Tukwila -23.9% -4.9% -13.0%

e HDC-City: The range of percentage bill impacts for this class is very close to the
average decrease. All meters have fairly high load factors within a somewhat narrow
range, and all consume 39% to 49% of their energy during the off-peak period. The
meter with the smallest expected bill decrease is the meter with the highest
percentage of energy consumption in the peak period.

The range of impacts shown above assumes that all meters in the class are billed
under the standard High Demand-City rate schedule. In fact, one customer eligible
for billing under that schedule has been served under an interruptible rate schedule,
though with differing rates for different periods, for the last five years. One of the
customer’s two meters returned to billing under the standard High Demand-City rate
schedule in November, 2004. The current contract with the customer stipulates that
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Table 2.11a

ANNUAL BILL IMPACT
HIGH DEMAND STANDARD GENERAL SERVICE: CITY (HDC)
Off-Peak Peak Off-Peak Peak Minimum

Energy Energy Demand Demand Charge

Rate Period ($/kWh) ($/kWh) ($/kW) ($/kW) per Day

Current Rates $0.0477 $0.0553 $0.17 $0.40 $122.00

Adopted Rates $0.0340 $0.0508 $0.21 $0.80 $118.82

Current Adopted

Load | Max. | Off-Peak Peak Off-Peak Peak Annual Annual Percent
Customer Factor| kW kWh kWh kW-Mos. kW-Mos. | Total kWh Bill Bill Change
Steel Mill 0.43 71,766 | 130,166,870 134,359,292 2,052 779,526( 264,526,163| $13,951,188 $11,875,177 | -14.9%
Waste Treatment 046 (11,558 | 20,499,431| 26,561,672 6,185 106,220 47,061,103 $2,490,223 $2,132,588 | -14.4%
Cement Plant 0.60 110,480 | 26,468,479 32,411,316 328 118,120 58,879,795 $3,102,196 $2,640,988 | -14.9%
Cement Plant 0.66 (13,196 | 34,265,109] 42,095,260 308 131,716 76,360,369 $4,015,052 $3,408,890 | -15.1%
Educational Institution| 0.67 |44,368 | 103,197,768 158,449,952 0 479,800| 261,647,720 $13,876,736 $11,941,822 | -13.9%
Steel Mill 0.72 (17,465 | 49,566,536| 58,552,492 162 206,538| 108,119,028 $5,684,919 $4,824,993 | -15.1%
Glass Packaging 0.76 17,798 | 50,216,974| 65,256,270 139 181,129( 115,473,244 $6,076,497 $5,167,328 | -15.0%
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Table 2.11b

ANNUAL BILL IMPACT
HIGH DEMAND STANDARD GENERAL SERVICE: TUKWILA (HDT)

Off-Peak Peak Off-Peak Peak Minimum

Energy Energy Demand Demand Charge

Rate Period ($/kWh) ($/kWh) ($/kW) ($/kW) per Day

Current Rates $0.0505 $0.0581 $0.17 $0.40 $122.00

Adopted Rates $0.0352 $0.0527 $0.21 $0.80 $118.82

Current Adopted

Load | Max. | Off-Peak Peak Off-Peak Peak Annual Annual Percent
Customer Factor| kW kWh kWh kW-Mos. kW-Mos. | Total kWh Bill Bill Change
Steel Mill 0.03 19,526 4,829,148 206,467 139,124 5,491 5,035,615 $281,715 $214,476 | -23.9%
Aerospace 0.09 (48,080 7,219,750 31,710,945 0 411,160 38,930,695 $2,371,467 $2,254,230 -4.9%
Aerospace 0.64 14,050 | 29,472,157 49,547,978 0 158,268 79,020,136 $4,430,389 $3,775,213 | -14.8%
Real Estate Developer | 0.73 |13,548 | 37,533,717 49,048,282 0 139,554 86,581,999 $4,800,979 $4,017,674 | -16.3%
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both of its meters will be billed under the standard High Demand-City rate schedule
when a new schedule in this category is established by ordinance. The overall bill
change for this customer (two meters), compared to its 2005 billings under the HDC
and interruptible (HDI) rate schedules, is estimated to be about -6.9%.

e HDC-Tukwila: The four meters in this class show a wide range of annual bill
impacts around the average change of -13.0% because they have very different
consumption patterns. The meter with the largest expected bill decrease consumes
only four percent of its energy during City Light’s peak period, whereas the meter
with the smallest expected decrease consumes 81% of its energy during the peak
period.

Elimination of Alternative High Demand Rate Schedules. The High Demand
Interruptible rate schedule (Schedule HDI) was eliminated from the adopted rate
ordinance because, as noted above, it served only one customer which, will return to the
High Demand-City rate schedule under the new ordinance. If, in the future, City Light
contracts with customers for interruptible rates, such a schedule can be reinstated.

The Variable Rate General Service rate schedules available to customers otherwise
eligible for High Demand service in the City of Seattle (Schedule VRC) and in Tukwila
(Schedule VRT) were also eliminated in the adopted rate ordinance. No customers have
requested service under such a schedule since August 1998.
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2.7  Streetlight, Pedestrian and Floodlight Rates

Rate Description

Schedule F is available to all customers, including but not limited to water and sewer
districts and King County, who contract with the Department for floodlights operating
from dusk to dawn. Schedule T is available to all customers, including but not limited to
water and sewer districts and King County, who contract with the Department for dusk-
to-dawn lighting of streets, alleys, and other public thoroughfares. Schedule P is available
to all customers, including but not limited to water and sewer districts and King County,
who contract with the Department for pedestrian lighting.

Customers pay a flat monthly charge under one of three options. The monthly charge for
Option E floodlights covers energy only. The monthly charge for Option M floodlights,
streetlights and pedestrian lights includes energy, lamp replacement, fixture maintenance
costs and scheduled pole maintenance costs. For Option C streetlights and pedestrian
lights, the monthly charge includes the Option M charges as well as the capital costs of
fixtures. For Option P pedestrian lights, the monthly charge includes Option C charges
as well as the capital cost of poles.

The range of the increase in streetlight rates is 25.5% to 86.4%, and the range for
floodlights is 28.2% to 87.0%. The range of increases for pedestrian lights is 4.5% to
25.1%. The increases in lighting rates are, in general, very high because they are set to
recover the full cost of service. In the last rate review, the potential increases were
mitigated by the policy of gradualism.

The current and adopted rates for streetlights, pedestrian lights, and floodlights are
presented in Table 2.12.
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Table 2.12
Adopted Rates Effective January 1, 2007

Schedule T: STREETLIGHTS

OPTION M: The monthly charge includes energy, lamp replacement,

fixture maintenance costs, and pole maintenance costs. Current | Adopted
Size and Type of Fixture Rates Rates
HIGH PRESSURE SODIUM VAPOR

70 Watt $3.73 | $4.68
100 Watt $3.89 | $5.87
150 Watt $4.52 | $7.11
200 Watt $4.88 | $7.99
250 Watt $5.65 | $9.45
400 Watt $7.18 | $12.47
OPTION C - The monthly charge include Option M charges and capital

costs of the fixture. Current | Adopted
Size and Type of Fixture Rates Rates
HIGH PRESSURE SODIUM VAPOR

35 Watt $11.44 | $7.01
50 Watt $5.26 | $7.07
70 Watt $423 | $7.20
100 Watt $5.44 | $8.38
150 Watt $6.17 | $9.66
200 Watt $6.60 | $10.69
250 Watt $7.38 | $12.14
400 Watt $8.97 | $15.28
200 Watt CB §9.09 | $16.08
250 Watt CB $10.62 | $19.16
400 Watt CB $13.70 | $25.54
UNILUX

360 Watt $9.60 | $14.58
FLOURESCENT $6.27 $7.58
F72 W & CW

MERCURY VAPOR

175 Watt $5.48 | $9.55
1000 Watt $16.30 [ $27.98
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Schedule P: PEDESTRIANS

OPTION M: The monthly charge includes energy, lamp replacement,

fixture maintenance costs, and pole maintenance costs. Current | Adopted
Size and Type of Fixture Rates Rates
Zed 47A 70 W 4.97( $6.22
OPTION C - The monthly charge include Option M charges and capital
costs of the fixture. Current | Adopted
Size and Type of Fixture Rates Rates
Zed 47A 70 W $10.28 | $11.66
OPTION P - The monthly charge include Options C and M charges and
capital costs of the pole and fixture. Current | Adopted
Size and Type of Fixture Rates Rates
Zed 47A 70 W $33.03 [ $34.53
Schedule F: FLOODLIGHTS
OPTION E - The monthly charge covers only energy. Current | Adopted
Size and Type of Fixture Rates Rates
HIGH PRESSURE SODIUM VAPOR
70 Watt $0.96 | $1.68
100 Watt $2.26 | $2.90
200 Watt $2.67 | $4.99
250 Watt $3.44 | $6.43
400 Watt $5.06 | $9.45
OPTION M: The monthly charge includes energy, lamp replacement,
fixture maintenance costs, and pole maintenance costs. Current | Adopted
Size and Type of Fixture Rates Rates
HIGH PRESSURE SODIUM VAPOR
100 Watt $5.49 | $7.96
150 Watt $6.10 [ $9.60
200 Watt $6.32 | $10.37
250 Watt $6.99 | $11.82
400 Watt §7.82 | $14.36
MERCURY VAPOR
400 Watt $8.98 | §13.77
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2.8 Power Factor Rate

POWER FACTOR RATE
Schedule PF

Current Rates Adopted Rates

For average monthly power factor below 0.97 | For average monthly power factor below 0.97

0.14¢/kVarh 0.14¢/kVarh

The Power Factor (PF) Rate is a charge the utility adds to some commercial and
industrial customers' bills for having a power factor that is lower than 0.97, the utility
standard. When a customer has a low power factor the utility must either provide extra
power to compensate for the low power factor or install capacitors on its system. When
any load causes unsatisfactory conditions on the Department's system due to induction,
the Department may, at its discretion, install kvarh (kilovolt-ampere hours) meters to
measure the kilovar consumption.

The average power factor is determined as follows:

kWh
NOWh )+ (kvarh )

Average Power Factor =

The City Light distribution system is designed to balance reactive energy needs and
provide voltage control given the existing level of power factor correction by customers.
The current level and structure of the Power Factor Rate provide some incentive to
customers to improve their power factors. The current power factor rate is set to recover
the cost of maintaining system stability. There is no change in the PF Rate for 2007-
2008.
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2.9 Pole Attachment Rental and Duct/Vault Rates

Rental rates for pole attachments and installations in City Light’s ducts and vaults are
charged annually based on the installations and attachments existing as of January 1 of
each year. The full annual rental rate is charged for the year in which an installation or
attachment is made, regardless of what point in the year use of City Light facilities
commences. Each year, each lessee is required to submit to City Light an inventory
listing the number and location of all poles, ducts, and vaults used. Any facilities not
included in the inventory but identified later are assessed a charge equal to three times
the normal rental rate. If no inventory is submitted, the lessee must reimburse City Light

for the cost of performing the inventory.

Facility
Pole Attachments (per pole) Current Rates | Adopted Rates
Poles owned solely by City Light $14.70 $18.55
Poles owned jointly by City Light and Qwest $7.35 $9.28
Poles owned jointly by City Light, Qwest and $4.90 $6.18
Metro
Ducts (per duct-foot)* $4.52 $4.98
Vaults (per square foot)
Wall space $16.74 $18.91
Ceiling space $4.52 $4.98

* An innerduct in a rental duct is charged an additional fee of the same amount.

Pole attachment rates are based on capital costs, carrying charges and space allocation.
The adopted duct and vault fees are based on the actual cost of the facilities, allocated to

users on a proportional basis.
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2.10 Reserved Distribution Capacity Charge

Non-residential customers located in areas where there is adequate distribution capacity
may request that City Light reserve capacity to meet their loads on a circuit which is
different from their normal service circuit. Such customers will pay a charge of $0.23 per
kW of monthly maximum demand, in addition to their normal demand charges.

The charge is based on the annualized marginal capital cost per kW of a feeder and a
portion of a non-network substation, plus taxes. That unit cost is then multiplied by the
sum of the most recent year’s maximum kW for all customers served by reserved
distribution capacity. Finally, the total annual cost for given year is divided by the sum
of the monthly billing kW for the same customers to determine the charge per kW of
monthly maximum billing demand.
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Chapter 3

Discounts

3.1 Transformer Investment Discount

TRANSFORMER INVESTMENT DISCOUNT
(Per kW of Monthly Maximum Demand)

Current Adopted 2007-2008

$0.17 $0.21

Customers who provide their own transformation from the Department's distribution
system voltage of 13 kV or above receive a credit equal to the marginal cost savings to
City Light. The calculation of City Light's savings takes into account the annualized
capital cost and annual operation and maintenance costs of transformers. The total
annual value is divided by the expected annual billing kW of customers who own their
transformers to determine the discount per kW.

The total cost avoided by City Light was estimated by assigning one or more
transformers to the load of each meter with a customer-owned transformer and then
calculating the cost of those assigned transformers. Transformers were assigned based on
the maximum demand on the meters and the way the Department would have assigned
transformers if it, not the customer, were responsible for providing the transformation.

Transformer materials costs were inflated by 1.75% to allow for reserves, added to
installation costs and annualized. This total was converted to current dollars and
multiplied by a factor reflecting the combined effect of City and State revenue taxes.
Operation and maintenance costs were estimated by applying the O&M transformer
factor (provided in Chapter 7 of the Cost of Service and Cost Allocation Report) to the
annualized materials and installation cost for all customer-owned transformers larger than
167 kVA.

The total estimated annual capital and O&M costs of customer-owned transformers were
then divided by the average total billing kilowatts (the sum of monthly maximum
demands) forecast for 2007-2008 for customers that own their transformers. The result is
the discount per kW of monthly maximum demand. The calculations are shown in Table
3.1.
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Table 3.1

TRANSFORMER INVESTMENT DISCOUNT

Transformer | Transformer | Ancillary Eq.| Installation | Frequency Total

Size (kVA) Cost & Mat'l Cost Cost (#) Capital Cost

50 $1,761 $271 $1,563 3 $10,782

167 4,661 496 $2,928 6 $48,511

1,000 50,437 1,354 8,439 1 $60,231

1,500 63,621 1,354 8,439 1 §73,415

2,000 75,320 1,354 8,439 5 $425,570

5,000 172,825 37,846 113,082 1 $323,753

15,000 479,477 39,346 118,129 10 $6,369,525

Total Capital Cost (2005%) $7,311,787
Assumptions:

Inventory reserve factor 1.0175

Tax rate 10.95%

Economic life (years) 30

Annualization factor 5.10%

O&M % of annual capital cost 5.11%

Percent capital cost subject to O&M 99.19%

2007-08

Inflation factor (2005=1.0) 1.067

Total capital cost (including inventory reserve) $7,912,518

Total capital cost with taxes $8.,779,295

Annualized capital cost $447,913

Capital cost subject to O&M $444,281

Annual O&M costs $22,721

Total annual costs $470,634

Total annual billing kW 2,215,798

Transformer discount/peak kW $0.21
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3.2 Primary Metering Discount

Most City Light customers are metered on the secondary (customer's) side of the
transformer. A few customers, however, have primary metering; their electricity use is
measured before transformation. These customers are mostly industrial facilities, though
they also include parks and transit accounts.

Rates are set to recover costs of energy provided, under the assumption that all customers
receive energy on the secondary side of the transformer. Customers with primary
metering, therefore, receive a kWh discount to compensate them for the fact that their
metered consumption is higher, by the amount of transformer losses, than would be the
case if they were metered on the secondary side.

The current formula for calculating the discount in kWh for transformer losses is:

kWh losses = 1,756 + (.53285 x kW) + (.00002 x kW?) + (.00527 x kWh)|
Note: The first term (1,756) is dropped for Small General Service meters

The formula for calculating the discount in kWh was determined through a statistical
analysis procedure known as multiple regression (see Primary Metering Study, February
1988). The procedure relates the behavior of a dependent variable to a linear function of
a set of independent (predictor) variables. Using actual customer maximum demand
(kW) and energy (kWh) data, the behavior of transformer losses (dependent variable) was
related through the equation to kilowatts and kilowatt-hours (independent variables).

City Light has meters capable of calculating actual transformer losses for each primary
metered customer in real time. These calculations are used to reduce kWh billed, taking
account of primary metering losses. The statistical formula is used, however, when the
programmed meter calculation is not operational.
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Chapter 4
Background for Adopted Rates

4.1 Residential Rates

Characteristics of Residential Class

In December 2005, there were 336,673 residential customers: 322,978 Standard
Residential customers and 13,695 Rate Assistance customers. In the City of Seattle,
there were 273,541 customers, which represent 81.25% of the customers in the
residential class. About 17.11% of the customers live in the suburbs and 1.64% live in
Tukwila. The average Standard Residential customer consumed 727 kWh per month in
2005. Since 1998, customers in the residential class have reduced their average annual
consumption by 11.5%.

The 2005 revenue from the sale of energy to the residential class was $196,287,875. The
average cost per kWh was 6.69¢, and the average annual bill was $583. Table 4.1 shows
seasonal and annual consumption for residential customers by jurisdiction.

Table 4.1

AVERAGE SEASONAL AND ANNUAL KWH FOR
STANDARD RESIDENTIAL CUSTOMERS IN 2005

BY JURISDICTION
Percent of | Avg. Summer | Avg. Winter | Avg. Annual
Jurisdiction Customers kWh kWh kWh
City of Seattle 81.25 3,289 4,823 8,112
Suburban 17.11 4,302 6,373 10,675
Tukwila 1.64 3,672 5,531 9,203
Average Residential 100 3,460 5,084 8,544

Characteristics of City of Seattle Residential Customers

In the City of Seattle, there were 263,053 standard residential customers, which represent
78.13% of the residential customers in the City Light Service Territory. The average
Standard Residential City customer consumed 683 kWh per month in 2005. The 2005
revenue from the sale of energy to the residential customers was $149,621,953. The
average cost per kWh was 6.61¢, the average annual bill was $547 and the average
monthly bill was $45.58.

Characteristics of Suburban Residential Customers
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A little over 17%, or 54,740, of the standard residential customers in the Seattle City
Light territory live in the suburbs excluding Tukwila. The average Standard Residential
Suburban customer consumed 890 kWh per month in 2005. The 2005 revenue from the
sale of energy to the residential customers in the suburbs was $41,851,275. The average
cost per kWh was 7.16¢, and the average annual bill was $765. The average monthly bill
was $63.75.

Characteristics of City of Tukwila Residential Customers

Standard Residential customers in the City of Tukwila represent less than two percent of
the standard residential customers. Their average monthly consumption was 774 kWh
per month in 2005. The 2005 revenue from the sale of energy to the residential
customers in the City of Tukwila was $3,636,318. The average cost per kWh was 7.25¢,
and the average annual bill was $673. The average monthly bill was $56.11.

Current Residential Rates

The Residential rate schedule is a three-step inverted rate schedule with a winter/summer
block limit differential. The structure is called inverted because the rate increases as
consumption increases. With such increasing prices, customers are given different price
signals for different levels of consumption. Inverted block rates help in attaining energy
conservation goals. By pricing successive blocks of energy at higher rates, high energy
usage is discouraged. This rate structure is also considered a "lifeline" rate because the
first-block prices, both winter and summer, are well below cost. This inverted lifeline
rate schedule is intended to provide electricity at below cost for the essential needs of
lighting, cooking, and refrigeration, while at the same time providing a relatively high
price signal to customers for their electricity consumption above those basic needs. The
higher second- and third-block prices reflect the higher cost of electricity to City Light.
The base charge is set to recover half of the marginal customer cost per meter per month.

SCHEDULE RSC: SEATTLE STANDARD RESIDENTIAL

Summer (April-September) Winter (October-March)
1 - 300 kWh 4.06¢/kWh 1 -480 kWh 4.06¢/kWh
301 - 3,000 kWh 8.39¢/kWh 481 - 5,010 kWh 8.39¢/kWh
All over 3,000 kWh | 9.81¢/kWh All over 5,010 kWh 9.81¢/kWh

Base Service Charge: $.0973/meter/day
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SCHEDULE RSS: SUBURBAN STANDARD RESIDENTIAL

Summer (April-September) Winter (October-March)
1 - 300 kWh 4.16¢/kWh 1 - 480 kWh 4.16¢/kWh
301 - 3,000 kWh 8.49¢/kWh 481 - 5,010 kWh 8.49¢/kWh
All over 3,000 kWh | 9.91¢/kWh All over 5,010 kWh 9.91¢/kWh

Base Service Charge: $.0973/meter/day

SCHEDULE RST: TUKWILA STANDARD RESIDENTIAL

Summer (April-September) Winter (October-March)
1 -300 kWh 4.39¢/kWh 1 - 480 kWh 4.39¢/kWh
301 - 3,000 kWh 8.72¢/kWh 481 -5,010 kWh 8.72¢/kWh
All over 3,000 kWh | 10.14¢/kWh | All over 5,010 kWh 10.14¢/kWh

Base Service Charge: $.0973/meter/day

Methodology for Rate Calculation and Impact Analysis

Billing Determinants. Billing determinants for the residential class are the estimated
kWh for 2007-2008 in each block by season and the number of customers expected to
have consumption in each rate block. Billing determinants were used to calculate the
component prices of the adopted rates. The billing determinants for the residential class
include the consumption of both standard and Rate Assistance customers. The 2005 kWh
in the first, second, and end blocks, winter and summer, were adjusted to the estimated
2007-2008 total kWh for the Residential class. First, the adjustment was made by
seasons using the time-of-use estimates for the class. Then, the energy was distributed
into rate blocks based on the estimated distribution of energy in the year of the rate
change for the residential class. The information in Table 4.2 was used to calculate the
adopted rate schedules.
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Table 4.2

BILLING DETERMINANTS
Estimated for 2007-2008
By Season and Rate Block
Megawatt-Hours
Season and City of City of
Rate Block Block Limit Seattle Suburban Tukwila
Summer
First Block 1-300 kWh 983,812 212,335 21,003
Second Block 301 to 3,000 kWh 1,023,077 316,003 25,304
End-Block Over 3,000 kWh 8,458 2,006 119
Total Summer 2,015,346 530,345 46,425
Winter
First Block 1-480 kWh 1,522,378 334,441 33,033
Second Block 481 t0 5,010 kWh 1,435,255 450,937 37,018
End Block Over 5,010 kWh 5,206 1,281 67
Total Winter 2,962,840 786,659 70,118
Total MWh 4,978,186 1,317,004 116,543
No. of Meters 561,368 116,247 11,216

Rate Schedule Calculation. The component prices of the adopted Residential Rates
were calculated using a file containing the 2005 Residential billing determinants adjusted
to the 2007 -2008 forecast of energy consumption for the Residential class. This file
contains aggregated billing data by seasons and rate blocks, which was separated into
components for City, Suburban, and Tukwila customers based on estimates from
historical data and available forecasts. These data, along with the total revenue
requirement for each residential sub-class, were used to calculate the prices of the
components of the adopted rate schedules without considering discounts for Rate
Assistance. The revenue requirements for the residential sub-classes were:

Class 2007-2008
Residential: City $309,924,029
Residential: Suburban 89,634,670
Residential: Tukwila 8,169,855
Total $407,728,555
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The basic equation sets the revenue requirement equal to the sum of the products of
billing components and their prices. The general equation is:

R=Y KP,i=123..n

i=1
where
R is the test period revenue requirement,
K is a billing component (e.g., first-block summer kilowatt-hours), and
P is the unit price of a billing component.

The solution of the revenue equation for the adopted rates was accomplished by setting
the end-block prices as givens and specifying the relationship between second-block and
first-block prices.

Data Files Used for Rate Impact Analysis

Files of bimonthly 2005 consumption for all of the City Residential, Suburban
Residential, and Tukwila Residential customers were used for the impact analysis of the
adopted rates. From these files, summer, winter, and annual bills for individual
customers were calculated under the current and adopted rates. Average bills and
average percent increases in summer, winter, and annual bills were calculated for
customers by level of consumption as well as various levels of usage.
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4.2 Residential Rate Assistance

Characteristics of Rate Assistance Customers

In 2005, there were an average of 13,695 residential customers participating in City
Light's Rate Assistance program and the Utility Credit Program. The average annual
benefit from rate discounts was about $338 per customer, forty percent of the regular
average annual bill if these customers had been billed on standard Residential rate
schedules. The average monthly consumption for Rate Assistance customers was

887 kWh. The average annual consumption was 10,645 kWh. They consumed 24.6 %
more energy per month than standard Residential customers.

Table 4.3 shows the breakdown of the percentage of Rate Assistance vs. Standard
Residential customers by jurisdiction.

Table 4.3
PERCENT OF RATE ASSISTANCE and
STANDARD RESIDENTIAL CUSTOMERS
By JURISDICTION
Rate Standard
Location Assistance Residential
City of Seattle 76.6% 81.3%
Suburban 20.9% 17.1%
Tukwila 2.5% 1.6%
Total 100% 100%

Table 4.4 shows seasonal and annual consumption for rate assistance residential
customers by jurisdiction.
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AVERAGE SEASONAL AND ANNUAL KWH FOR

Table 4.4

RESIDENTIAL RATE ASSISTANCE CUSTOMERS IN 2005

BY JURISDICTION
Percent of Avg. Summer Avg. Winter Avg. Annual
Jurisdiction Customers kWh kWh kWh
City of Seattle 76.6% 3,950 6,124 10,074
Suburban 20.9% 4,825 7,766 12,591
Tukwila 2.5% 4,635 7,232 11,868
Avg. Residential 100.0% 4,150 6,496 10,645

Characteristics of City Rate Assistance Customers

Table 4.4 indicates that the average annual consumption of City Rate Assistance
customers was 10,074 kWh in 2005. This is 24.18% higher than the 2005 average annual
consumption of 8,112 kWh for regular City Residential customers. The 2005 revenue
from the sale of energy to the Rate Assistance customers in the City of Seattle was
$3,299,681. The average cost per kWh was 3.08¢, and the average annual bill was $315.
The average monthly bill was $26.11. The average annual benefit per customer was
$213.

Characteristics of Suburban Rate Assistance Customers

The average annual consumption of Suburban Rate Assistance customers was 12,591
kWh in 2005. This is 17.95% higher than the 2005 average annual consumption of
10,675 kWh for regular Suburban Residential customers. The 2005 revenue from the
sale of energy to the Rate Assistance customers in the suburbs was $1,178,329. The
average cost per kWh was 3.25¢, and the average annual bill was $411. The average
monthly bill was $34.24. The average annual benefit per customers was $281.

Characteristics of Tukwila Rate Assistance Customers

The average annual consumption of Tukwila Rate Assistance customers was 11,868 kWh
in 2005. This is 28.96% higher than the 2005 average annual consumption of 9,203 kWh
for Standard Tukwila Residential customers. The 2005 revenue from the sale of energy
to the Rate Assistance customers in the City of Tukwila was $145,419. The average cost
per kWh was 3.57¢, and the average annual bill was $429. The average monthly bill was
$35.75. The average annual benefit per customers was $269.

Overall the average annual consumption of all Rate Assistance customers was 10,645

kWh in 2005. This is 24.59% higher than the 2005 average annual consumption of 8,544
kWh for all Standard Residential customers. The 2005 revenue from the sale of energy
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to all Rate Assistance customers was $4,623,429. The average cost per kWh was 3.14¢,
and the average annual bill was $337.60. The average monthly bill was $28.13. The
average annual benefit per customers was $229.

Current Rate Assistance Rates
All Rate Assistance schedules are identical in structure to the standard Residential rate

schedules, except that each component is about 40% of the corresponding rate of each
jurisdiction.

SCHEDULES REC/RLC: SEATTLE RATE ASSISTANCE

Summer (April-September) Winter (October-March)
1 -300 kWh 1.70¢/kWh 1 -480 kWh 1.70¢/kWh
301 — 3,000 kWh 3.10¢/kWh 481 — 5,010 kWh 3.10¢/kWh
All over 3,000 kWh | 3.91¢/kWh All over 5,010 kWh | 3.91¢/kWh

Base Service Charge: $.0487/meter/day

SCHEDULES RES/RLS: SUBURBAN RATE ASSISTANCE

Summer (April-September) Winter (October-March)
1 -300 kWh 1.75¢/kWh 1 -480 kWh 1.75¢/kWh
301 — 3,000 kWh 3.15¢/kWh 481 — 5,010 kWh 3.15¢/kWh
All over 3,000 kWh | 3.96¢/kWh All over 5,010 kWh | 3.96¢/kWh

Base Service Charge: $.0487/meter/day

SCHEDULES RET/RLT: TUKWILA RATE ASSISTANCE

Summer (April-September) Winter (October-March)
1 -300 kWh 1.86¢/kWh 1 -480 kWh 1.86¢/kWh
301 — 3,000 kWh 3.26¢/kWh 481 — 5,010 kWh 3.26¢/kWh
All over 3,000 kWh | 4.07¢/kWh All over 5,010 kWh | 4.07¢/kWh

Base Service Charge: $.0487/meter/day

Data File Used for Rate Impact Analysis

The impacts of the adopted rate schedules were analyzed using three 2005 bimonthly
annual billing files for City, Suburban, and Tukwila Rate Assistance customers. From
these files, annual bills for individual customers were calculated under the current and
adopted rates. Average bills and average percent increases for summer, winter, and
annual bills were calculated for customers at different levels of consumption. These data
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files also were used to determine the average benefits to participants in the program and
the cost of Rate Assistance.

4.3 Small General Service Rates

Characteristics of Small General Service Customers

The Small General Service class is made up of all nonresidential customers (except
streetlights) who have no demand meter, or who have billing demand of less 50 kW. No
distinction is made on the basis of end use. The members of this class are served under
Small General Service Rate Schedules SMC (City plus City Light Skagit facilities), SMS
(Suburban), and SMT (Tukwila). General service customers who meet the Small General
Service criteria number approximately 42,000. Figure 4.1 presents a frequency
distribution of customers in this class who had a year of valid billings (84% of the class)
by kilowatt-hours consumed in 2005. The consumption for most of these customers
(44%) was 10 MWh or less in 2005.

Current Small General Service Rates

Schedule SMC is for customers inside the Seattle City limits, as well as SCL hydro
facilities. Schedule SMS is for all customers outside the Seattle City limits except for
Tukwila and SCL hydro facilities. Schedule SMT is for all customers in Tukwila. In all
cases, small general service customers are defined as those without demand meters or, for
demand-metered customers, for whom the meters register less than 50 kW of maximum
demand for more than half of the normal billings in the previous calendar year.

Schedules SMC, SMS and SMT are available for all general service uses of electricity.
General service uses include, but are not limited to, manufacturing, processing, refining,
freezing, lighting, water heating, air conditioning and space heating, traffic control
systems, and electricity provided to the common use areas of multiple-dwelling
buildings.

The current rate design is based on rates in effect from November 1, 2005 to the present.

CURRENT RATES
SMC SMS SMT
All Energy/kWh $0.0586 $0.0597 $0.0616

Minimum Charge: $0.20 per meter per day
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Design Criteria

e Energy charges were flat throughout the year.
e There were no demand charges.

e The minimum charge was set at the marginal customer cost per meter per month, plus
taxes. There was no customer charge.

Consumption and Revenue. In 2005, there were 42,614 valid billing meters in the
Small General Service class. These customers consumed 1,184,561,729' kWh of
electricity and were billed $71,594,354 for an average cost per kilowatt-hour of 6.04¢.

The average annual bill for Small General Service customers in 2005 was $1,680, which
is about $140/month. The average total kWh consumption per customer was 27,797
(2,316 kWh per month).

For City customers (including City Light Skagit facilities), the average monthly bill was
$140; for Suburban customers, the average monthly bill was $136; and for Tukwila
customers, the average monthly bill was $186. Small General Service customers in the
City used, on average, 100 more kWh per month than customers in the Suburbs; Tukwila
customers averaged 600 kWh per month more than City customers.

Methodology for Rate Calculation and Impact Analysis

Billing Determinants. The combined kilowatt-hours forecast by City Light's Financial
Planning Model for all Small General Service classes is 2,431,239,000 for 2007 and
2008. The forecast number of customers is an estimate based on historical trends.
"Meter-months" are the number of customers times 24 months. The forecast figures were
allocated between three Small General Service customer groups: City (including Skagit
facilities), Suburbs, and Tukwila. The forecast for 2007-2008 for each customer group is
presented in Table 4.5.

! Dreyer, Nick. “Summary of Rate Information for 2005,” February, 2006: outmrat.lst.
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2007-2008 BILLING DETERMINANTS
Small General Service

City 2007-2008
Consumption (kWh) 2,081,446,000
Number of Customers 36,750
Meter-months 1,768,088

Suburban 2007-2008
Consumption (kWh) 285,830,000
Number of Customers 5,372
Meter-months 258,453

Tukwila 2007-2008
Consumption (kWh) 63,963,000
Number of Customers 892
Meter-months 42,930

Rate Schedule Calculation. Rates are determined by satisfying the revenue equation,
within specified constraints. The revenue equation sets revenue equal to the sum of the
products of billing components (billing determinants) and their prices.

The general equation is

R=SK.P,i=123..n

i=1
where

R is the class revenue requirement,
K is a billing component (e.g., kilowatt-hours, number of meter-months), and
P is the price of a billing component.

The rates calculated to be effective from January 1, 2007 through December 31, 2008
were based on revenue requirements for rate years 2007 plus 2008.
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The estimated revenue requirements for 2007-2008 were obtained by taking the
combined 2007-2008 revenue requirements from the 2007-2008 COSACAR. The
Revenue Requirements for 2007 plus 2008 are shown in Table 4.6 below.

Table 4.6

2007-2008 REVENUE REQUIREMENTS
Small General Service

City Suburbs Tukwila

$114,722,535 $16,480,419 $3,765,935

Data Files Used for Evaluation and Impact Analysis. The Small General Service
billing data file is constructed from monthly Consolidated Customer Service System
(CCSS) billing information. The file includes the consumption of meters served under
Schedules SMC, SMS, and SMT. This data file was used for summarizing customer
characteristics and for demonstrating the effects of the adopted rate schedules on
individual customers.
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4.4 Medium General Service Rates

Characteristics of Medium General Service Customers

All general service customers with a monthly billing demand greater than or equal to 50
kW and less than 1,000 kW for half or more than half of their normal billings in the
previous calendar year are members of this class. There are four Medium General
Service classes: MDC (City), MDS (Suburban), MDT (Tukwila), and MDD (Downtown
Network). About 69% of the 2,992 average Medium General Service meters served in
2005 were served under Rate Schedule MDC, 11% were served under Rate Schedule
MDS, 3% were served under Rate Schedule MDT, and 17% were served under Rate
Schedule MDD. Figure 4.2 presents frequency distributions of the four rate classes, by
thousands of kilowatt-hours consumed in 2005. Energy consumption for most of these
customers (61%) was 500 MWh or less.

Current Medium General Service Rates

Schedules MDC (City), MDS (Suburban), MDT (Tukwila) and MDD (Downtown
Network) are for all general service uses of electricity. Such uses include, but are not
limited to, lighting, water heating, air conditioning and space heating, traffic control
systems, manufacturing, processing, refining, or freezing, and electricity provided to the
common use areas of multiple-dwelling buildings.

The following charges under Schedules MDC, MDS, MDT and MDD have been in effect
since November 1, 2005.

CURRENT RATES

| Mpc | Mps | MDT | MDD
Energy Charges:
All energy | 5.67¢/kWh | 5.78¢/kWh | 5.98¢/kWh | 6.16¢/kWh
Demand Charges:

All KW of maximum demand | $1.03/kW | $1.03/kW | $1.03/kW | $1.59/kW
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Figure 4.2

Percentage of Customers by 2005 Annual Consumption
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Design Criteria
e Energy charges were flat throughout the year.

e Demand charges were based on costs established in the Nonresidential Rate Design
Study (NRDS), updated in 1999.

e The minimum charge was set at the marginal customer cost per meter per month, plus
taxes, rounded to the nearest whole dollar, and was the same for all Medium sub-
classes. However, the minimum charge was later dropped when the Department
acquired a new billing system that could not accommodate the calculation of a
minimum charge for these sub-classes.

Consumption and Revenue. In 2005 City Light served 2,992 Medium General Service
meters. These customers consumed a total of 2,267,470,5671 kWh of electricity and had
a total billed demand of 5,565 ,7972 kilowatt-months. Their bills totaled $141,289,282",
for an average cost per kilowatt-hour of 6.23 cents.

Rates for customers served under Schedule MDC (City) averaged 6.09¢ per kWh; rates
for those in the Suburbs (Schedule MDS) averaged 6.18¢ per kWh; rates for those in
Tukwila (Schedule MDT) averaged 6.35¢ per kWh; and rates for those in the Downtown
Network (Schedule MDD) averaged 6.67¢ per kWh. The average annual energy
consumption and demand, as well as average bills, for Medium General Service
customers served under Schedules MDC, MDS, MDT, and MDD during 2005 are
summarized in Table 4.7.

Table 4.7

AVERAGE 2005 CONSUMPTION, DEMAND, and BILLS
Medium General Service Customers

Schedule | Schedule | Schedule | Schedule
MDC MDS MDT MDD
Average kWh 673,115 555,508 826,578 905,077
Average KW-months 1,779 1,509 2,061 2,201
Average Bill $40,916 $34,328 $52,488 $60,357

Methodology for Rate Calculation and Impact Analysis

? Dreyer, Nick. "Summary of Rate Information for 2005," February, 2006: outmrat.lst.
2 Geist, Arlene. “Commercial-Industrial-Governmental” Year-end Data File, 2005.
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Billing Determinants. The number of kilowatt-hours forecast for 2007 and 2008 for
each group of Medium General Service customers (City non-network, Suburbs, Tukwila,
and Downtown Network) was estimated by City Light's Financial Planning Model. The
distribution of consumption and demand was determined from time-of-use estimates
derived from 2005 load survey data and from CCSS billing information. The predicted
number of customers is an estimate based on historical trends. "Meter-months" are the
number of customers times 24 months. The City, Suburban, Tukwila, and Network
forecasts for 2007 plus 2008 are presented in Table 4.8.

Table 4.8

2007-2008 BILLING DETERMINANTS
Medium General Service Customers

2007-2008 City Suburbs Tukwila Network
Energy (kWh) 3,147,502,000 399,788,000 183,627,000 1,019,728,000
Demand (kW) 7,314,453 1,013,041 423,419 2,431,924
Number of
Customers 2,069 329 102 493
Meter-Months 49,649 7,899 2,449 11,836

Rate Schedule Calculation. Rates were determined by satisfying the revenue equation,
within specified constraints. The revenue equation sets the revenue requirement equal to
the sum of the products of billing components and their prices. The rates calculated to be
effective from January 1, 2007 through December 31, 2008 were based on revenue
requirements for rate years 2007 plus 2008. The general equation is:

R=>KiP,, i=123..n,
i=1

where
R is the 2007-2008 revenue requirement,
K is a billing component (e.g., kilowatt-hours), and
P is the unit price of a billing component.

Four revenue equations were solved--one for each of the four subgroups (City, Suburbs,
Tukwila, and Network).
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The estimated revenue requirements for 2007-2008 were obtained by taking the
combined 2007-2008 revenue requirements from the 2007-2008 COSACAR. The
revenue requirements for 2007 plus 2008 are shown in Table 4.9 below.

2007-2008 REVENUE REQUIREMENTS

Table 4.9

Medium General Service

City

Suburbs

Tukwila

Network

$154,385,349

$21,199,780

$9,900,001

$60,057,957

For each Medium General Service subgroup,

where

R =2007-2008 revenue requirement,

R:K1P1+K2P2

K; = number of kilowatt-hours,
P, = energy charge,

K, = number of kilowatts,

P, = demand charge

Data Files Used for Evaluation and Impact Analysis. The Medium General Service

billing data file is constructed from monthly Consolidated Customer Service System
(CCSS) billing information. This file includes the consumption and demand for all

meters served under Medium General Service rate schedules in 2005. This data file was
used for establishing demand billing determinants for the class, for demonstrating the
effects of different rate schedules on individual customers, and for summarizing customer

characteristics.
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4.5 Large General Service Rates

Characteristics of Large General Service Customers

There were 147 Large General Service meters in calendar year 2005. Although these
meters comprised only about 0.04% of City Light's total meters, they registered
consumption of approximately 1.5 billion kWh, or 17% of the total kilowatt-hours sold,
and provided about 16% of the total billed energy revenues. The average annual 2005
rate for service under Large General Service rate schedules was 5.87¢/kWh. Since 2003,
there have been four Large General Service classes. Historical 2005 data on the meters
in these classes is provided below.

Large- Large- Large- Large-
City Suburban Tukwila Network
Schedule LGC LGS LGT LGD
Meters 77 3 9 58
KWh sold 712,127,277 23,358,646 194,210,048 616,054,823
Revenues $40,326,855 $1,343,376 $11,382,610 $37,708,268
Avg. rate/kWh 5.66¢ 5.75¢ 5.86¢ 6.12¢

Note: The revenues shown above include not only demand and energy charges, but also any discounts
received by some customers for primary metering and transformer investment. They do not include
revenue from charges for low power factor or private lighting that are billed to some customers.

Current Large General Service Rates

Availability. Large Network General Service rate schedules are for general service
meters inside the downtown network system that have a maximum demand of 1,000 kW
or more for at least six normal monthly billings in a year. Large Standard General
Service rate schedules are for such customers outside the downtown network system who
have maximum demand of at least 1,000 kW but less than 10,000 kW for the same
period.

Current Charges and Features. The current Large General Service rate schedules
consist of year-round energy (kWh) charges and demand (kW) charges for peak and
off-peak time periods, as well as a daily minimum charge. An additional feature of the
rate schedules is the availability of discounts for transformer losses for primary metered
customers and for transformer investment for customers who own their transformers.

The peak period is from 6 a.m. to 10 p.m., Monday through Saturday (except that six
major holidays are included in the off-peak period regardless of the day of the week on
which they fall). The off-peak period encompasses all other hours.

Peak demand charges are assessed during the peak period, for all kW of maximum

demand within those hours. Off-peak demand charges are assessed on the difference
between the maximum demand in all periods and the maximum demand registered during
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the peak period. For those customers who own their transformers, the applicable
discount is given for each kW of maximum demand, regardless of when it occurs.

The current charges, which are shown below, went into effect on November 1, 2005.

CURRENT LARGE GENERAL SERVICE RATE SCHEDULES

LGC LGS LGT LGD
Energy Charges (¢/kWh)
Peak 5.72 5.82 6.00 6.05
Off-Peak 4.98 5.08 5.26 5.29
Demand Charges ($/kW)
Peak 40 40 40 .84
Off-Peak 17 17 17 17
Minimum Charge/Day $10.07 $10.07 $10.07 $10.33

Design Criteria

e In 1999, separate rates were designed for City, Suburban and Network customers,
with the expectation that they would be effective for 2000-2002. Two sets of rates
were designed, one for the 2000-2001 period and one for 2002. The following
average rate changes were expected.

Customer Class 2000-2001 2002
Large Standard General Service: City 3.4% 0.3%
Large Standard General Service: Suburban 6.3% 0.3%
Large Network General Service 8.9% 6.1%

The 2002 change was only implemented for Large Network General Service

customers.

Separate rates for Tukwila customers were established in 2003. Prior to that time, the
franchise agreement with Tukwila specified that Tukwila customers would be served
under the same rates as City of Seattle customers.

e In 1999, energy charges were differentiated by season and time period. For each rate
period, the energy charge calculation started with the relationships of the peak and
off-peak energy costs derived from cost of service results (prior to inclusion of
transformer costs and half the transformer losses, which were taken into account in
demand charges). These charges were adjusted proportionately, incorporating the
seasonal differential, to recover the revenue requirements after revenues from demand
charges had been taken into account. The energy charges derived up to this point
were modified by the addition of streetlight charges (Schedules LGC and LGD) and

the suburban premium (Schedule LGS).




In March 2001, during the West Coast power crisis, winter energy rates were raised
and became year-round rates. Tukwila energy charges, reflecting a larger suburban
premium, were calculated like Schedule LGS energy charges and added in 2003.
Streetlight charges have not been included in energy charges since mid-November
2003. Energy charges since 1999 have been modified by the addition and subtraction
of across-the-board adjustments to account for changes in charges for power and
transmission sold to City Light. Therefore, the differential between peak and off-
peak energy charges, originally about 1.20:1, is a little flatter in current rates at about
1.15:1. In March 2002, energy rates for network customers were increased, as
originally planned in 1999, to bring them closer to cost of service by incorporating
one-half the cost differential between network and non-network service in the rates.

Demand charges for the 2000-2001 and 2002 periods were differentiated only by
daily time of use. Within the peak and off-peak periods they were the same year
round. The peak demand charge for 2002 was set to cover marginal transformer costs
and half the marginal transformer losses, plus taxes, for each rate schedule. Since
this charge was either much lower (Schedules LGC and LGS) or much higher
(Schedule LGD) than the peak demand charge in the previous rate schedule, demand
charges for 2000-2001 were set to move halfway to the 2002 goal for each rate
schedule. In March 2002, the peak demand rate for network customers was
increased, as originally planned in 1999, as part of the effort to bring them closer to
cost of service, as indicated above. However, the peak demand charge for other
Large General Service rate schedules remained at the 2000-2001 level. In order to
continue encouraging off-peak power usage, the off-peak charge was set equal to the
transformer investment discount rate, a level well below the peak charges.

The monthly minimum charge was set at the marginal customer cost per meter per
day, assuming a 30-day month, plus taxes. It was set at the same level for City,
Suburban and Network customers, and later for Tukwila customers. In conjunction
with the change to network rates implemented in March 2002, as noted above, the
minimum charge for Large Network customers was changed to the originally 2002
level, making it slightly higher than the minimum charge for the other Large General
Service classes.
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Methodology for Rate Calculation and Impact Analysis

Revenue Requirements. The test period for this rate review is 2007-2008 period. The
combined two-year revenue requirements for the Large General Service sub-classes are:

Class 2007-2008
Large Standard General Service: City (Schedule LGC) $74,743,321
Large Standard General Service: Suburban (Schedule LGS) 2,447,426
Large Standard General Service: Tukwila (Schedule LGT) 11,978,928
Large Network General Service (Schedule LGD) 71,595,978
Total $160,765,653

Billing Determinants. These are the kilowatt-hours, kilowatts, and meter-months that
customers are expected to be billed for in a test period. Time-of-use estimates from 2004
load survey data were used to allocate the total kilowatt-hours forecast by month to the
peak and off-peak periods within each month. The allocation of peak and off-peak
kilowatts was assumed to be the same percentage of annual consumption as in 2004. The
billing determinants for the combined 2007-2008 rate years are presented in Table 4.10.

Table 4.10

2007-2008 BILLING DETERMINANTS
Large General Service

City Suburban Tukwila Network

Energy:
Peak kWh 959,539,492 29,288,174 | 131,365,856 | 838,099,303
Off-Peak kWh 580,097,508 17,332,826 93,114,144 | 419,967,697

Total kWh 1,539,637,000 46,621,000 | 224,480,000 | 1,258,067,000
Demand:
Peak Billing kW 3,715,952 93,066 457,004 3,088,738
Off-Peak Billing kW 32,524 0 16,546 3,918
Meter-Months 1,872 72 192 1,368

Rate Schedule Calculation. Rates are determined by satisfying an equation that sets the
sum of the products of the billing components and their prices equal to the class revenue
requirement. The general equation for Large General Service rate schedules is:

R=>KiP, i=123..n
i=1

where

R is the test period revenue requirement,
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K is a billing component (e.g., the number of kilowatt-hours in a period), and
P is the unit price of a billing component.

Design criteria establish the constraints on the solution of this equation. Demand charges
are set exogenously. After revenue to be collected through demand charges is taken into
account, energy charges are calculated to recover the rest of the class revenue
requirement. There are two basic design criteria that determine the solution of the
equation for energy charges:

e The energy and demand charge revenues collected through the rates must equal the
revenue requirement.

e The peak/off-peak differential must be maintained for each set of energy rates.

Data Files Used for Evaluation and Impact Analysis. The Large General Service
billing data file was constructed from 2004 billing data (demand) and load survey data
(energy) for customer meters served under rate schedules LGC, LGS, LGT and LGD.
This data file was used for estimating the kW billing determinants for the class and for
demonstrating the effects of the adopted rate schedules on individual customers.
Forecasted kWh consumption by time period was based on historical load survey data
adjusted to the total class forecast.
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4.6 High Demand General Service Rates

Characteristics of High Demand General Service Customers

There were ten High Demand General Service meters in 2005. These meters constituted
only 0.003% of City Light’s total meters, but they registered consumption of a little more
than one billion kWh, or 12% of the total kilowatt-hours sold. Revenues from these
accounts amounted to about 10% of the total billed energy revenues. The average annual

2005 rate for service under High Demand General Service rate schedules was
5.18¢/kWh. Since 2002, one customer has been served under a High Demand
Interruptible rate schedule. Since 2003, there have been two standard High Demand
General Service classes, High Demand-City and High Demand-Tukwila. Historical 2005
data on the meters in these classes is provided below.

High Demand- High Demand- High Demand-
City Tukwila Interruptible
Schedule HDC HDT HDI
Meters 6 3 1
KWh sold 642,206,211 120,281,489 285,654,068
Revenues $34,375,861 $6,971,603 $12,998,583
Avg. rate/’kWh 5.35¢ 5.80¢ 4.55¢

Note: The revenues shown above include not only demand and energy charges, but also any discounts
received by some customers for primary metering and transformer investment. They do not include
revenue from charges for low power factor or private lighting that are billed to some customers. In the
case of the High Demand Interruptible customer, revenues include charges for buying through requested
interruptions.

Current High Demand General Service Rates

Availability. High Demand General Service rate schedules are for general service
meters outside the downtown network system that have a maximum demand of 10,000
kW or more for at least six normal monthly billings in a year.

Current Charges and Features. The current High Demand General Service rate
schedules consist of year-round energy (kWh) charges and demand (kW) charges for
peak and off-peak time periods, as well as a daily minimum charge. An additional
feature of the rate schedules is the availability of discounts for transformer losses for
primary metered customers and for transformer investment for customers who own their
transformers.

The peak period is from 6 a.m. to 10 p.m., Monday through Saturday (except that six

major holidays are included in the off-peak period regardless of the day of the week on
which they fall). The off-peak period encompasses all other hours.
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Peak demand charges are assessed during the peak period, for all kW of maximum
demand within those hours. Off-peak demand charges are assessed on the difference
between the maximum demand in all periods and the maximum demand registered during
the peak period. For those customers who own their transformers, the applicable
discount is given for each kW of maximum demand, regardless of when it occurs.

The current HDC and HDT charges, which are shown below, went into effect on
November 1, 2005. The HDI charges went into effect on January 1, 2005.

CURRENT HIGH DEMAND GENERAL SERVICE RATE SCHEDULES

HDC HDT HDI*

Energy Charges (¢/kWh)

Peak 5.53 5.81 431

Off-Peak 4.77 5.05 3.87
Demand Charges ($/ kW)

Peak 40 40 40

Off-Peak 17 17 17
Minimum Charge/Day $122.00 $122.00 $122.00

*The contract also includes a wholesale power trigger price at which interruptions can be requested by City
Light, surcharges for buying through requested interruptions, monthly limitations on and amount of notice
for interruption requests, and true-up provisions related to standard rates.

Design Criteria

e In 1999, there was one standard High Demand General Service rate schedule that was
expected to be effective for 2000-2002. Two sets of rates were designed, one for the
2000-2001 period and one for 2002. Average High Demand rates were expected to
change by 1.3% for the 2000-2001 period and -0.6% in 2002. The expected 2002
change was never implemented.

The interruptible rate schedule became effective in 2002. Separate rates for Tukwila
customers were established in 2003. Prior to that time, the franchise agreement with
Tukwila specified that Tukwila customers would be served under the same rates as
City of Seattle customers.

e In 1999, energy charges were differentiated by season and time period. For each rate
period, the energy charge calculation started with the relationships of the peak and
off-peak energy costs derived from cost of service results (prior to inclusion of
transformer costs and half the transformer losses, which were taken into account in
demand charges). These charges were adjusted proportionately, incorporating the
seasonal differential, to recover the revenue requirement after revenues from demand
charges had been taken into account. The energy charges derived up to this point
were modified by the addition of streetlight charges.
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In March 2001, during the West Coast power crisis, winter energy rates were raised
and became year-round rates. High Demand-Tukwila energy charges, reflecting a
premium permitted by the new franchise agreement, were calculated similarly to
Large General Service-Tukwila energy charges and added in 2003. Streetlight
charges have not been included in energy charges since mid-November 2003. Energy
charges since 1999 have been modified by the addition and subtraction of across-the-
board adjustments to account for changes in charges for power and transmission sold

to City Light. Therefore, the differential between peak and off-peak energy charges,
originally about 1.19:1, is a little flatter in current rates at about 1.16:1.

e Demand charges for the 2000-2001 and 2002 periods were differentiated only by
daily time of use. Within the peak and off-peak periods they were the same year
round. The peak demand charge for 2002 was set to cover marginal transformer costs
and half the marginal transformer losses, plus taxes, for the rate schedule. Since this
charge was much lower than the peak demand charge in the previous rate schedule,
the peak demand charge for 2000-2001 was set to move halfway to the 2002 goal. In
order to continue encouraging off-peak power usage, the off-peak charge was set
equal to the transformer investment discount rate, a level well below the peak charge.

e The monthly minimum charge was set at the marginal customer cost per meter per
day, assuming a 30-day month, plus taxes. It was set at the same level for Tukwila

customers in 2003.

Methodology for Rate Calculation and Impact Analysis

Revenue Requirements. The test period for this rate review is the combined 2007-2008
rate years. The combined two-year revenue requirements for the High Demand General

Service classes are:

Class 2007-2008

High Demand General Service: City (Schedule HDC) $86,041,044
High Demand General Service: Tukwila (Schedule HDT) 20,469,884
Total $106,510,928

Billing Determinants. These are the kilowatt-hours, kilowatts, and meter-months that
customers are expected to be billed for in a test period. Time-of-use estimates from 2004
load survey data were used to allocate the total kilowatt-hours forecast by month to the
peak and off-peak periods within each month. The allocation of peak and off-peak
kilowatts was assumed to be the same percentage of annual consumption as in 2004. The
billing determinants for the 2007-2008 combined rate years are presented in Table 4.11.
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Table 4.11

2007-2008 BILLING DETERMINANTS
High Demand General Service

City Tukwila

Energy:
Peak kWh 1,060,419,424 272,640,328
Off-Peak kWh 848,330,576 139,962,672

Total kWh 1,908,750,000 412,603,000
Demand:
Peak Billing kW 4,101,978 1,406,670
Off-Peak Billing kW 18,788 273,910
Meter-Months 168 96

Rate Schedule Calculation. Rates are determined by satisfying an equation that sets the
sum of the products of the billing components and their prices equal to the class revenue
requirement. The general equation for High Demand General Service rate schedules is:

R=SK.P,i=123..n

i=1

where
R is the test period revenue requirement,
K is a billing component (e.g., the number of kilowatt-hours in a period), and
P is the unit price of a billing component.
Design criteria establish the constraints on the solution of this equation. Demand charges
are set exogenously. After revenue to be collected through demand charges is taken into
account, energy charges are calculated to recover the rest of the class revenue
requirement. There are two basic design criteria that determine the solution of the

equation for energy charges:

e The energy and demand charge revenues collected through the rates must equal the
revenue requirement.

e The peak/off-peak differential must be maintained for each set of energy rates.
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Data Files Used for Evaluation and Impact Analysis. The High Demand General
Service billing data file was constructed from 2004 billing data (demand) and load survey
data (energy) for customer meters served under rate schedules HDC, HDT and HDI. In
one case, where a customer load had changed significantly in 2005 compared to 2004,
2005 data was substituted for 2004 data. This data file was used for estimating the kW
billing determinants for the class and for demonstrating the effects of the adopted rate
schedules on individual customers. Forecasted kWh consumption by time period was
based on historical load survey data adjusted to the total class forecast.

4.7  Streetlight and Floodlight Rates

Characteristics of Streetlight and Floodlight Customers

Schedule F is available to all customers, including but not limited to water and sewer
districts and King County, who contract with the Department for floodlights operating
from dusk to dawn. Schedule T is available to all customers, including but not limited to
water and sewer districts and King County, who contract with the Department for dusk-
to-dawn lighting of streets, alleys, and other public thoroughfares.

The largest streetlight customer is the City of Seattle. The City is responsible for
approximately 85% of the streetlights in City Light's service area. The remaining
streetlights are billed to other government agencies, businesses, and private citizens.

Revenue from streetlights in 2005 was $6,664,526 and the total number of kilowatt-hours
billed was 88,336,326. Revenue from floodlights was $299,817, with consumption of
6,182,322 kWh.

Monthly Charge Components

The monthly charge for Option E floodlights covers only energy. The monthly charge for
Option M floodlights and for Option M streetlights includes energy, lamp replacement,
fixture maintenance costs and scheduled pole maintenance costs. For Option C
streetlights, the monthly charge includes the Option M charges as well as the capital costs
of fixtures. For Option P, pedestrian lights, the monthly charge includes Option C
charges as well as the capital cost of the poles.

A construction charge is applied when a utility pole and/or a secondary circuit is not
available for the installation of a streetlight or floodlight. Installation charges for alley
lighting, decorative lighting, and other special lighting are established through the
Administrative Code process. These installation charges are set out in Department Policy
and Procedure 500 P I11-401.

Calculation Methodology for Capital and O&M

The majority of the revenue requirement for lighting capital and O&M is calculated in
the process of unbundling the total retail revenue requirement. Plant depreciation,
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interest costs and net income allocated to lighting comprise the capital component, while
O&M and A&G are combined for the O&M component. Taxes are allocated to both
components. These components from the unbundled revenue requirements model are
used to adjust annualized capital costs and O&M costs based on labor and materials
(calculated exogenously) proportionally for each type of light.

In the exogenous calculation, capital costs for streetlights are determined by multiplying
the installed fixture cost by an annualized capital cost factor based on a 20-year expected
fixture life, discounted at 3%. The annualization factor is:

03 x (1+.03)2/[(1+.03)"-1)]

The installed fixture cost is the total of 2005 labor and material costs adjusted for
inflation. Labor costs include fringe benefits and transportation loading. Job
performance times were obtained from the Department's work management standards and
include travel time. Material costs include a handling charge. Capital costs for
floodlights are calculated similarly, except installation costs are not included.

Maintenance costs cover the labor and material costs associated with lamp and
photoelectric replacement, fixture maintenance, and pole maintenance. Most lamps and
photoelectric cells are replaced every four years under the group relamping program.
Damaged fixtures are replaced as necessary. Scheduled pole maintenance consists of the
routine repair, treatment, and painting of streetlight poles. There is no pole maintenance
charge for fluorescent, "continuous burn", and "energy only" lamps. Labor costs are
based on work management time standards and include fringe benefits, transportation
loading, travel time, and an inflation factor. Material costs include a handling charge and
an adjustment for inflation. Both capital and maintenance charges are increased for taxes
at the rate of 10.95%.

Energy Charge Calculation

The number of kilowatt-hours per month is determined by multiplying the average of 350
hours per month by the lamp wattage (adjusted for ballast requirements where
applicable). The energy charge is set at the value necessary for collection of the revenue
requirement, adjusted for capital and maintenance charges. That is,

Energy Charge = Class Revenue Requirement - Total Capital & Maintenance Charges
Class Kilowatt-hours

The revenue requirement and forecasted energy sales for lights for the 2007-2008 period
are $22,969,404 and 189,830,000 kWh.

91



4.8 Power Factor Rate

Certain electrical equipment, such as motors, transformers, and generators, requires
reactive current to produce the magnetic fields needed for operation. This energy can
either be supplied by the customer by means of capacitors or by the utility's distribution
system. When supplied by the utility, a special "reactive meter" is installed in series with
the billing meter to measure this reactive current. The purpose of the Power Factor Rate
is to induce customers to install capacitors to provide their own magnetizing energy.
Customers who supply their own kilovars by installing capacitors to correct their power
factor can reduce reactive power costs and eliminate the Power Factor charge. Besides
the saving in cost, the major benefits of power factor improvement are: increased plant
capacity, improvement of voltage supply, and lower power losses in feeders, transformers
and distribution equipment.

The cost of power factor correction varies depending on the reactive power needs of the
customer. A reasonably simple power factor rate that would make power factor
correction just barely cost-effective for all customers cannot be devised. The present rate
is set high enough to offset the cost of capacitors installed by an "average" or "typical"
customer. Because of the diversity in cost of correction, the current Power Factor Rate is
high enough to more than offset the cost of correction for many customers, yet it is too
low to offset correction costs for many others.

There were 3,033 power factor meters in 2005. Only about 7% of all commercial and
industrial customers have power factor meters installed on their services. The number of
power factor meters by rate class is listed in Table 4.12. Ninety-five percent of the power
factor meters are in the Small and Medium rate classes.
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Table 4.12

Number of Power Factor Meters in 2005

By Rate Class
No. of Percent of
Power Factor Power Factor

Customer Class Meters Meters

Small General Service - City 829 27.33
Small General Service - Suburban 110 3.63
Small General Service - Tukwila 61 2.01
Medium General Service - City 1,173 38.67
Medium General Service - Network 450 14.84
Medium General Service - Suburban 182 6.00
Medium General Service - Tukwila 64 2.11
Large General Service - City 81 2.67
Large General Service - Network 61 2.01
Large General Service - Suburban 3 0.10
Large General Service - Tukwila 9 0.30
High Demand General Service - City 7 0.23
High Demand General Service - Tukwila 3 0.10
Total Number of Meters 3,033 100.00

Revenue from customers with a power factor meter in 2005 was $2,494,964. About
38.5% of the customers had twelve months of power factor data. Sixty eight percent of
these customers had twelve months of power factor below the Department’s standard of
0.97. Only eight percent of the customers had a power factor at 0.97 or higher

throughout the year.
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4.9 Pole Attachment Rental and Duct/Vault Rates

There were 106 pole attachment customers in 2005. Revenue received was $847,721.
The generally accepted formula for calculating the pole attachment annual rental rate is:

Rate = Capital Cost per Bare Pole x Carrying Charge x Pole Space Allocation
An allowance is made for taxes, and rates for a future year are adjusted for inflation.
Federal Energy Regulatory Commission (FERC) accounts from the past year are used in
the formulas for the estimates of pole costs and carrying charges, along with information
unique to the utility.

The formulas for pole cost and carrying charges are as follows:

Capital Cost per Bare Pole = (Book Value of Poles, Fixtures - Allowance for Crossarms)
/ Number of Poles

Carrying Charge = O&M as % of Book Value + A&G as % of Book Value
+ Interest Rate + Depreciation Rate

The Pole Space Allocation method used is to allocate 2/3 of the support space equally
among users, assign electrical/communications clearance to the shared support space, and

use the SCL crossarms deduction of 33% for 90% of the poles.

Duct and vault rental rates are based on the actual cost of the facilities, allocated to users
on a proportional basis according to the number of feet of space used.
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4.10 Reserved Distribution Capacity Charge

Characteristics of Customers with Reserved Distribution Capacity

Non-residential customers located in areas where there is adequate distribution capacity
may request that City Light reserve capacity to meet their loads on a circuit which is
different from their normal service circuit. Beginning January 1, 2007, such customers
will pay a new charge of $0.23 per kW of monthly maximum demand, in addition to their
normal demand charges.

It is estimated that there are about 35 meters which will be charged for reserved
distribution capacity. Almost all fall within the Large and High Demand General Service
classes, but a few are also in the Medium General Service classes. In 2005, they had a
combined maximum demand of 279,654 kW and a combined monthly billing demand of
2,953,763 kW.

Calculation Methodology
Only capital costs are included in the charge.

The capital cost of a feeder is based on examination of a variety of services with main
and alternate feeders and costs of labor and materials per circuit-foot of wire, switches,
and poles. It is assumed that each feeder includes 20,033 circuit feet of wire, 9.9
overhead switches and 388 poles, that it is loaded to 50% (City Light standard), and that
each alternate portion of a feeder utilizes % of the feeder length with its wires, switches
and poles.

The capital cost of a substation is based on the assumption that a normal substation has
three transformers with four feeders emanating from each. The amount of substation cost
included in the charge is 1/48"™ which is consistent with 12 feeders coming from the
substation, City Light’s policy of loading each feeder to 50%, and the fact that ’ feeder
per service is used in the feeder cost estimate. The calculation in 2005 dollars is shown
below.

Feeder:

$274,211 Capital cost, ¥ feeder and associated equipment

6.75 MW Vi feeder assuming 27 MW capacity/feeder

$40,624 Capital cost per MW

$1,963 $/MW/year assuming 32-year life (annualization factor=.048327)
$1.963 $/kW/year for each kW of peak capacity
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Non-network substation:

$11,590,000 Capital cost

120 MW

$96,583 Capital cost per MW

$4,668 $/MW/year assuming 32-year life (annualization factor=.048327)
$4.668 $/kW/year for each kW of peak capacity

$0.097 1/48th

Distribution capacity reservation charge per maximum kW per year in 2005 dollars and
escalation to 2007 and 2008 dollars:

$1.963
$0.097
$2.060
$2.314
$2.437
$2.503
$2.47

Feeder

Substation

Total

Including taxes at a rate of 10.9545% (effective tax rate = 12.3021%)
2007 assuming inflation index of 1.053189

2008 assuming inflation index of 1.081625

Average annual charge/maximum kW for 2007-2008

When calculated per monthly maximum billing kW, summed over the year, the charge
calculation is as shown below, resulting in a rounded average charge of $0.23/kW:

2007 2008
Maximum kW (2005) 279,654 279,654
Charge/max kW (above) $2.437 $2.503
Total dollars $681,524 $699.925
Sum of max. billing kW/year (2005) 2,953,763 2,953,763
Charge/kW $0.231 $0.237
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Chapter 5

Changes in Service Provisions

5.1 Summary

Several changes to the service provisions that accompany rates were adopted by
ordinance. While most were just short clarifications, others were more substantial. The
principal changes to service provisions occurred in the areas of the responsibilities for
notification of City Light when a tenant moves out of a building, metering, and deposits
required for addition of large customer loads. Those changes are described below.

5.2  Application and Contract Provisions (SMC 21.49.100)

B. Service Contracts and Agreements. The obligations of property owners for
notifying City Light when a tenant moves out of a building and for paying the bill for
electric service when appropriate notice is not provided were clarified: “...the property
owner or his agent must provide notice to the Department of the dates a tenant starts and
ends occupancy or has control of the premises. Such notices must be made within ten
(10) working days of the start and end dates. Failure of a property owner to provide such
notice may result in billing charges to the property owner for a tenant’s use of electric
service.”

C. Department’s Obligation to Serve; Customers’ Obligation to Pay. With regard to
the customer’s obligation to pay, a statement that used to be at the end of the subsection
was moved for more clarity (“If the customer fails to close an account, the customer will
be responsible up to the date the Department closes the account™), and the property
owner’s responsibility in cases where the customer is a tenant and proper notice of
account closing is not provided was reiterated.

H. Prohibition of Submetering. Additional clarification was provided establishing
standards and conditions under which, on a case-by-case basis, the Department may
permit a customer to submeter for the purpose of apportioning the cost of electric energy:
“Resale by customer operators shall be at an average rate not to exceed the operator’s
average cost per kWh as billed by the Department and shall not exceed the proportion of
the costs for which the tenant is responsible.” For those situations in which submetering
is permitted by City Light, standards for the meters, as well as their inspection, testing
and records, were established. A requirement that City Light charge operators for any
costs incurred to confirm compliance with the requirements for submetering was added.

97



5.3  Electric service connection provisions (SMC 21.49.110)

E. Prohibition of Master Metering. This section clarifies conditions under which
master metering is, and is not, prohibited. For example, transitional housing and other
types of housing where residents do not live independently may be master metered; but
housing situations where residents do live independently even though alternative dining
and/or laundry facilities are provided must be metered individually. An exemption from
the mater metering prohibition may be granted on a case-by-case basis by the
Department.

X. Letter of Credit or Cash Deposit for New or Enlarged Services. Customers
eligible for billing under City Light’s Large or High Demand General Service rate
schedules who are authorized by City Light to install a new or enlarged service must
obtain a letter of credit or make a cash deposit in the amount of the material and labor
costs of transformers and associated equipment before City Light approves the service for
connection. If the maximum kilowatt demand for the majority of normal annual billings
of such services reaches at least 80% of the demand requested by the customer within
three years of the approval of the service for connection, the customer will not be
obligated to pay for the costs of transformers and associated equipment other than
through normal rates. If, however, the maximum demand does not reach the level
required within those three years, the customer will be required to reimburse City Light
directly for the costs of the transformers and associated equipment that were installed.
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